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EXTENSIONS OF REMARKS 
INTRODUCTION OF NUCLEAR 

WEAPONS CUSTODIANSHIP R ESO
LUTION 

HON. EDWARD J. MARKEY 
OF MASSACHUSETTS 

IN THE HOUSE OF R E PRESENTATIVES 

Thursday , July 23 , 1998 
Mr. MARKEY. Mr. Speaker, today I am in

troducing a resolution to express the Sense of 
Congress regarding the proper direction of 
U.S. efforts to maintain the safety and reli
ability of the nuclear weapons stockpile in the 
post-Cold War era. 

Currently, the Department of Energy's 
Stockpile Stewardship squanders billions of 
dollars on facilities to research and design 
new warheads, and continue nuclear weapons 
development as if the Cold War had never 
ended. In doing so, it bolsters nuclear weap
ons aspirations of other nations who follow our 
lead, and puts our real security at risk. It is 
time to stop this wasteful approach and de
velop a custodianship program more ade
quately suited to modern needs. The resolu
tion I am introducing today urges DOE to 
crease its ill-advised stockpile stewardship 
program and develop a program that is less 
costly, less provocative, and less likely to 
spend billions on facilities with little relevance 
to the safety of the arsenal. 

Many experts have suggested that there are 
alternatives to the Department of Energy's cur
rent stockpile stewardship program that can 
maintain the U.S. nuclear arsenal at a signifi
cantly lower cost. None of these alternatives 
have been seriously considered by DOE. In 
reality, many of the projects funded under this 
program are nothing more than a jobs pro
gram for nuclear scientists, but a jobs program 
with serious non-proliferation consequences. 
Other nations already look to our massive in
vestment into nuclear weapons research and 
use it to justify their expanding nuclear pro
grams. 

To promote the kind of curatorship of the ar
senal that is really needed with the end of the 
Cold War, I am today introducing a resolution 
which expresses support for a program that 
protects our national security without being a 
guise for new weapons programs that will fur
ther undermine the already unsteady inter
national nuclear non-proliferation regime. This 
resolution expresses the Sense of Congress 
that the nuclear weapons stockpile can be 
maintained with a program that is far smaller, 
less expensive, and which does not require 
the facilities or experiments that are likely to 
be used for warhead design or development. 
In addition, the resolution urges the Secretary 
of Energy to direct the Department of Energy 
program for custodianship of the nuclear 
weapons arsenal towards less costly and less 
provocative methods and to cease the current 
stockpile stewardship plans of the Depart
ments. 

It is my hope that this resolution will serve 
as a useful vehicle for educating the Congress 
and the public about the nature of the current 
stockpile stewardship program and promoting 
a more informed debate and consideration of 
less destabilizing and costly alternatives. I 
urge my colleagues to join in cosponsoring 
this important resolution. 

HAPPY lOOTH ANNIVERSARY, ST . 
VALENTINE 'S PARISH- BEA VER 

HON. JAMFS A. BARCIA 
OF MICHIGAN 

IN THE HOU SE OF REPR E SENTATIVES 

Thursday, Ju ly 23, 1998 
Mr. BARCIA. Mr. Speaker, the stability of 

one's church is a source of strength for many 
people. The members of St. Valentine's Par
ish-Beaver, located in Beaver Township, 
Michigan, this weekend are celebrating their 
centennial of being a positive influence in the 
community. 

Prior to 1888, Catholic pioneers who came 
to Kawkawlin, Michigan, had to travel ten to 
fifteen miles to St. Joseph Church in Auburn. 
Father Szulak, a Jesuit missionary from De
troit, began offering monthly services in 1888 
at the home of John Nowak. On St. Valen
tine's Day that year, Bartholomew Zboralski 
donated five acres of land which were used 
for a school where church services were also 
held. Students were taught in both English 
and Polish. The first teacher at the school was 
Miss Cecilia Warczynski. Bishop Henry Richter 
of Detroit then asked Rev. Joseph 
Lewandowski , the administrator of St. 
Stanislaus Parish, and his assistant, Father 
Bieniawski , to attend to the needs of the peo
ple of this area. This action resulted in the for
mal establishment of St. Valentine's Parish
Beaver, 100 years ago. 

Since the first official act at St. Valentine's
a baptism on February 14, 1898, the first mar
riage of John Rozek and Mary Grzegorczyk on 
September 27, 1898, and the first funeral of 
Victor Milkowski with burial in the church cem
etery in the spring of 1898, this institution has 
been of great importance to the community. 

A new church was built in 1909 during the 
pastorship of Father John Kaplanowski. The 
first baptism at the new facility took place on 
February 4. Lucy Tomczak was baptized just 
three days after her birth. The first funeral was 
for Anna Hyrek, who died on August 24 at the 
age of three. The first wedding was November 
22, joining Anthony Solinski and Helen Kukla. 

In 1947, Father Joseph Kaminski began the 
efforts to construct a new school. This modern 
four room school was completed in 'the fall of 
1948, and is celebrating its own fiftieth anni
versary this year as well. Sister Mary Angelica 
served as the first Principal. A new convent 
was built in 1959, and with its completion, 
more room was also available for the expand
ing needs of the school. 

The church has had its own tragic events. A 
fire in the early 1920's destroyed the altar, 
which was replaced at a cost of $600. And 
then on February 22, 1991 , the church was hit 
by a truck, and suffered extensive damage. 
Repairs this time cost $571,411 . Religious 
celebrations again returned to the parish cen
ter until a replacement facility was completed 
in 1993. In an ironic fashion, while Father 
Kaminski had celebrated the first mass in the 
church in 1908, the last mass celebrated be
fore the accident was for the repose of his 
soul. · 

Father Richard Ratajczak, the current pas
tor, is originally from St. Valentine's Parish, 
having had the good fortune to live through 
much of its wonderful history. Father 
Ratajczak also celebrated his 40th anniversary 
as a priest last month. 

Mr. Speaker, St. Valentine's Parish-Beaver 
has been a wonderful influence for the past 
100 years. I urge you and all of our colleagues 
to join me in wishing the parish many more 
blessed years to come. 

CONGRATULATIONS TO CENTRAL 
UNION ELEMENTARY SCHOOL 

HON. GEORGE P. RADANOVICH 
OF CALIFORNIA 

IN THE HOUSE OF REP R E SENTATIVE S 

Thursday, Ju ly 23, 1998 
Mr. RADANOVICH. Mr. Speaker, I rise 

today to congratulate Central Union Elemen
tary School. Central Elementary has been 
honored as a California Distinguished School. 
The faculty and students of Central Union Ele
mentary exemplify excellence with exceptional 
student achievement. 

Central Union is located in the outskirts of 
Lemoore, in Kings County. Central Union's 
heterogeneous groupings, extensive use of 
active learning projects, and popular extra-cur
ricular programs take full advantage of richly 
diverse population and provide the students 
with opportunities to learn and play with chil
dren from different cultural , ethnic, linguistic, 
religious, and socio-economic backgrounds. 

Central Union Elementary has over 308 di
verse students in grades K-8. The student 
body is composed of 29% Native American, 
4% African American, 28% Hispanic, and 39% 
White students. Central Union Elementary's 
motto: "Together, We Achieve" shows a tradi
tion of support for, and pride in, their excellent 
educational program. Evidence of Central 
Union's history of quality education is seen in 
the large participation by parents in school 
events, traditional celebrations, and programs. 
90% of the parents attended their recent par
ent-teacher conferences; 85% of the parents 
attended the programs and visited classrooms 
during Open House and Back to School Night 
last year. 

Central Union Elementary places emphasis 
on student results. The school's educational 
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strategies and practices are consistent with 
this goal. Their content and student perform
ance standards aligned with and are as rig
orous as the "Draft Interim Content and Per
formance Standards." Central Union Elemen
tary has a safe, clean, friendly, orderly, and 
supportive environment for children. Parents 
are involved in their children's education and 
collaborate with staff members to ensure 
achievement. Parent volunteer records docu
ment that over 3,337 hours were volunteered 
to assist students, programs and special 
events last year. Volunteer activities included 
collaborating with staff members in planning 
and evaluating programs in a shared decision 
making process, serving as chairs or members 
of committees, such as safe schools team, 
SSC, advisories, and supervising field trips, 
serving at the snack bar, correcting reports, 
and publishing newsletters. 

Mr. Speaker, it is with great honor that I 
congratulate Central Union Elementary, a Cali
fornia Distinguished School. The students and 
faculty of this school exemplify a care for the 
community and a dedication to hard work. I 
ask my colleagues to join me in wishing Cen
tral Union Elementary many more years of 
success. 

KEN STARR SHOULD REPORT: 
CASE CLOSED 

HON. JOHN J. LaF ALCE 
OF NEW YORK 

IN THE HOUSE OF REPRESENTATIVES 

Thursday, July 23, 1998 
Mr. LAFALCE. Mr. Speaker, I commend to 

the attention of our colleagues the following 
editorial on Independent Counsel Kenneth 
Starr's investigation which appeared this 
month in the three "Greater Niagara News
papers" published in my district in Western 
New York: The Niagara Gazette (Niagara 
Falls); The Union Sun & Journal (Lockport); 
and The Journal-Register (Medina). Among 
other things, the editorial faults Kenneth Starr 
for his failure to submit an interim report to 
Congress, as required by law. If, after three 
years and $40 million, Mr. Starr has been un
able to find any substantial and credible infor
mation about possible crimes by the president, 
the editorial concludes, "Starr's report should 
start and end with the phrase, 'Case closed.'" 

The editorial follows: 
WRITE A CLOSING CHAPTER 

What has Special Prosecutor Kenneth 
Starr been up to lately in his $40 million 
quest to nail President Clinton on charges of 
being a Democrat? You won't find out from 
him. The special prosecutor won't deliver an 
interim report on his publicly funded wild 
goose chase. 

Spokesman Charles Bakaly said Starr will 
report to Congress only if and when he has 
"substantial and credible information about 
possible crimes by the president." It may be 
a cold day in hell before that happens. Any 
claim Starr had on credibility expired about 
three years and $30 million ago. 

The obligation to file such a report is writ
ten right into the independent counsel law 
under which Starr was appointed. But there's 
no time element in the requirement. Oops, it 
looks as if Starr is riding that loophole into 
the sunset. His method of choice for report-
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ing apparently is well-orchestrated leaks to 
the media. 

Starr began his quest for a crime to pin on 
Clinton by investigating "Whitewater," a se
ries of Arkansas land deals the president and 
Mrs. Clinton were involved in. He found no 
evidence of criminal wrongdoing by the Clin
tons. 

Attorney General Janet Reno helped Starr 
turn his attention and the taxpayers' money · 
to an inquiry into the president's relation
ship with former White House intern Monica 
Lewinsky. Our question is, does the public 
need or want to know anything about the 
president's private affairs or lack thereof? 
We say no. It's Hillary Rodham Clinton's call 
on whether to investigate such matters, and 
questions about marital fidelity are best 
handled by private, not public investigators. 

It's long past time for the American public 
to refuse to pay for Starr's attack dogs to 
nip at Clinton's heels. The special prosecutor 
role has become an excuse to find some dirt 
on a president the opposition political party 
wishes hadn 't been elected. Get over it. 

If there's no substantial and credible infor
mation by now, Starr's report should start 
and end with the phrase, "Case closed." 

IN RECOGNITION OF PAUL E. 
GOULDING 

HON. PATRICK J. KENNEDY 
OF RHODE ISLAND 

IN THE HOUSE OF REPRESENTATIVES 

Thursday, July 23, 1998 
Mr. KENNEDY of Rhode Island. Mr. Speak

er, in last month's Financial Executive maga
zine a featured interview with Paul E. 
Goulding, a management consultant to busi
nesses large and small, focused on procure
ment of Federal contracts. Mr. Goulding, who 
is a constituent of mine and an expert in pro
curement issues, has had broad experience in 
the field of government contracting in a long 
distinguished career that includes senior exec
utive positions in Federal service as well as 
the private sector. 

As an Administrative Assistant to Senator 
Claiborne Pell, he worked closely with Rhode 
Island businesses, advising and assisting 
them in obtaining Federal contracts. While 
Deputy and Acting Administrator of the Gen
eral Services Administration in 1979 and 1980, 
he developed an 8 point program to cut oper
ating costs at GSA. And as a Professional 
Staff member of the Senate Committee on 
Rules and Administration, he conducted the 
first comprehensive study of the Senate's 
major operations, including how to improve its 
procurement procedures. 

Mr. Goulding has, in fact, played active 
roles as advocate, administrator, and advisor 
in the government procurement process. First, 
as a congressional staff member in assisting 
the business community in our state of Rhode 
Island. Secondly, as head of the largest non
defense agency buying goods and services for 
the government. Lastly, as a consultant to 
major international corporations as well as to 
small businesses. 

Mr. Speaker, I respectfully submit this inter
view to be included in the RECORD as part of 
my remarks. Mr. Goulding has offered some 
worthwhile and common sense advice for 
companies who are seeking to do business 
with the Federal government: 
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Q&A: MAKING UNCLE SAM YOUR CUSTOMER 

Financial Executive recently interviewed 
Paul E. Goulding, a Washington, D.C.-based 
consultant and expert in the arcane art of 
government procurement. 

Q: Your firm has helped clients obtain 
more than $30 billion in government con
tracts during the last 10 years, companies 
like AT&T and Hewlett Packard. Do large 
companies have a big advantage when it 
comes to selling to Uncle Sam? 

PEG: While you might assume they would, 
my experience indicates that isn't the case. 
For instance, some big companies get in
volved in bidding on major contracts and 
find they are lost because their marketing 
people, who want to make the sale, are say-· 
ing one thing while their government rela
tions people have an entirely different view 
of what should be submitted in the bid. 

A dilemma for top management? 
PEG: Exactly. Some small niche compa

nies, on the other hand, know exactly what 
their market is and how best to sell to it. 
Each case is different and there is no cookie
cutter formula. I keep an open mind and try 
to evaluate each situation as I see it. 

Although small and medium-sized firms 
frequently need more help steering through 
the process, they are often more successful 
than larger companies because they tend to 
be more flexible and less bureaucratic when 
faced with complex challenges. 

Why should firms of any size bother to do 
business with the U.S. government given all 
the red tape involved? 

PEG: When I hear that question, I tell the 
story of the businessman who buys a hard
ware store after moving to a small town. He 
asks his new employees who the biggest 
hardware customer in town is. He is sur
prised to learn that the customer isn't doing 
business with his store. When the owner asks 
why not, his employees say the customer is 
difficult to do business with and requires 
that a lot of forms be filled out. I point out 
that same customer is probably very 
wealthy, doesn't bounce his checks and usu
ally does repeat business when satisfied. 
That's the type of customer the federal gov
ernment can be. 

Just how big a customer is the U.S. gov
ernment? 

PEG: The U.S. government buys goods and 
services valued at over $200 billion. That 
makes Uncle Sam the biggest customer in 
the world. And it's not just the dollar figure 
that's large, but the number of individual ac
quisitions. According to the GSA Procure
ment Data Center, over 20 million individual 
contract actions are processed every year. 

Now that we're in a global economy and 
even small businesses are entering the over
seas export market, and given all the prob
lems in dealing with tariffs, quotas, foreign 
currency exchange, international letters of 
credit and shipping, it doesn't make sense 
for U.S. companies to fail to maximize their 
U.S. government business, which is right on 
their doorstep. 

What would you advise firms that want to 
do business with the government? 

PEG: It will require an investment of time, 
money and resources. Starting a relationship 
with the government is very similar to a 
company entering a new market overseas. 
The company has to make a commitment to 
the market. Sometimes companies will ask 
me why they can't just go after one contract 
and see how they do. Well, that system is 
just about as effective as the guy who goes 
to the race track and bets on one race to see 
if he's going to win that day. 
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Like any start-up marketing effort, the 

company has to be willing to allocate man
power and resources to help develop their 
government business. · 

What would you advise a company that al
ready does some business with the govern
ment? 

PEG: I would first ask what percentage of 
the domestic U.S. market the firm services. 
If you answer 10 percent, then I would ask 
what percentage of the government market 
for your product you control. If the answer is 
5 percent, then at the very least you need to 
double your government sales. 

What else do you tell a new client looking 
to grab government business? 

PEG: I explain how often doing business 
with the government is the reverse of doing 
business in the private sector. Before you 
can make a government sale, in many in
stances you must do considerable research to 
find out how the government buys your prod
uct or service, who buys it, where they buy 
it and, often overlooked, when they buy it. 
Also, the government sometimes changes the 
rules or methods by which it procures goods 
and services. 

If you take the time and trouble to learn 
the system, you can figure it out. 

Why do companies turn to consultants like 
yourself to help them? 

PEG: The principal reason is that it 's more 
efficient. It is less time consuming and, in 
the final analysis, less expensive to involve 
qualified people on your team. 

Is doing business in Washington different 
from doing business in, say, Cleveland? 

PEG: It certainly is. It's important for cor
porate leaders to make a commitment of 
time and effort to learn the business prac
tices here, which are often different from 
those in the private sector. At the same 
time, a similar commitment has to be made 
to develop long-term political and social re
lationships with the leading players on Cap
itol Hill and in the bureaucracy. Success in 
Washington absolutely requires both. 

THANK YOU TO PATTON LANE 
FOR SERVICE ON MY STAFF 

HON. BART GORDON 
OF TENNESSEE 

IN THE HOUSE OF REPRESENTATIVES 

Thursday, July 23, 1998 

Mr. GORDON. Mr. Speaker, at the end of 
this month, Mr. Joe Patton Lane Ill will leave 
my office to enter the School of Law at Roger 
Williams University in Rhode Island. 

Patton has been a loyal and effective mem
ber of my congressional staff tor the past 
three years. However, I have known Patton for 
over a decade. As a college student, he as
sisted with my re-election campaigns. My 
then-campaign manager made the statement, 
"Come election time, I wish I had fifteen Pat
ton Lanes working for me!" 

In a congressional personal staff office, 
there are thousands of demands made on 
hundreds of issues. Success in this environ
ment requires attention to detail and conscien
tiousness. These are Patton's strengths. He 
has been a hard-working, dedicated em
ployee. 

Patton is part of a rare breed, one of which 
should be required in each congressional of
fice. A native of Carthage, Tennessee, he 
knows every town, every zip code, and most 
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of the elected officials in Middle Tennessee. 
He is well-regarded by his co-workers and is 
recognized as someone who willingly under
takes any assignment without complaint. 

Patton is from a long line of attorneys rec
ognized in the state of Tennessee for their 
competence and ability. With his commitment 
to public service and his abilities, I am con
fident he will do well in his new endeavor. 

It has been a pleasure to have Patton serve 
in my office and I join my staff in wishing him 
the best of fortune in his new undertaking. 

TRIBUTE TO THE LATE CARL 
HENRY SMITH, SR. 

HON. JAMES A. BARCIA 
OF MICHIGAN 

IN THE HOUSE OF REPRESENTATIVES 

Thursday, July 23, 1998 

Mr. BARCIA. Mr. Speaker, our nation's his
tory is filled with stories of individuals who 
loved their nation, worked tor their commu
nities, led lives of professional accomplish
ment, and did all of this while remembering 
the importance of their families, offering love, 
support and a strong example tor their chil
dren and grandchildren. I am proud to be able 
to relay another impressive life story to our 
colleagues: that of Carl Henry Smith, Sr., of 
Bay City, Michigan, who would have cele
brated his 100th birthday on July 9. 

Carl Henry Smith, Sr., was born in to Peter 
and Molly Smith on July 9, 1898. He was their 
fifth child. The family worked hard on their 
farm, and that spirit of hard work stayed with 
Carl throughout his life. He graduated at the 
top of his class at Western High School in 
1915, and then enlisted in the Michigan Na
tional Guard. His military service included time 
with the Second Michigan Ambulance Com
pany during difficulties with Mexico at El Paso, 
Texas, and then saw his unit federalized into 
the United States Army in 1917. He served in 
France during World War I, and lost his left 
arm on August 29, 1918, at Soissions 
Juvigney. For his courage and bravery in car
ing tor the wounded even though seriously in
jured himself, he was awarded the French 
Croix de Guerre with Silver Star and the Pur
ple Heart. He met his eventual first wife, Jane, 
who was a Red Cross worker at Walter Reed 
Hospital here in Washington. She passed 
away in 1945. 

After the military, he attended the University 
of Michigan, earning his law degree and being 
elected to the Board of Editorial Assistance for 
the Law Review. He was a member of the last 
graduating class of Lane Hall, Michigan Law 
School, before going on to service as the Bay 
City assistant prosecuting attorney, the Bay 
City prosecutin@ attorney, Probate Judge of 
Bay County, and Circuit Judge of Bay County. 
He continued his education, earning his doc
torate of laws in 1950. He also served as the 
15th President of the State Bar of Michigan
a post later earned by his son Carl H. Smith, 
Jr. 

Carl Henry Smith supported his fellow vet
erans, being the only State Commander of the 
American Legion elected without opposition, 
unanimously, on the first ballot. He was a 
member of the First Presbyterian Church, the 
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Elks, the Red Cross, and a Trustee of Alma 
College. He was also a prominent member of 
the Bay County Republican Party. 

He remarried in 1957, but then himself died 
from a stroke in 1961. His wife Caryl Jane 
Smith currently lives in Rochester Hills, Michi
gan. His sons Richard and Carl, Jr., and his 
daughter Elisabeth and their families live in 
Bay City. His grandson, Dr. Peter D. Smith, is 
the individual who brought Carl Henry Smith to 
my attention, telling me that his grandfather 
was his "best friend" and taught him the "spirit 
of family." 

Mr. Speaker, when we want to know of the 
importance of family, let us think of individuals 
like Carl Henry Smith, Sr., who earned so 
much love that his family wants to celebrate 
what would have been his centennial by re
minding us of what this great man did. If only 
there were more people like him. 

CONGRATULATIONS TO GETTYS
BURG ELEMENTARY SCHOOL 

HON. GEORGE P. RADANOVICH 
OF CALIFORNIA 

IN THE HOUSE OF REPRESENTATIVES 

Thrusday, July 23, 1998 

Mr. RADANOVICH. Mr. Speaker, I rise 
today to congratulate Clovis Unified's Gettys
burg Elementary School for being nominated 
as a "California Distinguished School" and for 
achieving the "Clovis Distinguished School 
Award." Gettysburg Elementary has educated 
students with great success over the years 
and has served as a tremendous catalyst to 
the community. The faculty and students of 
Gettysburg Elementary exemplify excellence in 
student achievement . and are very deserving 
of this recognition. 

Gettysburg Elementary School is located 1 O 
miles east of Fresno in the heart of the San 
Joaquin Valley. The school has a student pop
ulation of 691 students in Kindergarten 
through grade Six. The school has students 
who range from the middle to lower-middle 
class socio-economically, with actively in
volved parents that provide the critical link be
tween the school and home. 

The foundation of Gettysburg Elementary 
School lies within the concept of being a com
munity-centered school. Gettysburg enjoys an 
unusually high degree of volunteering and 
support from community based businesses. In 
the 1997-98 school year approximately 275 
parents volunteered their time as classroom 
helpers and in the library. In a combined effort 
with teachers, $tudents, parents and the com
munity Gettysburg was recognized as a Na
tional Exemplary Safe and Drug Free School. 

Gettysburg prepares all students for the 
challenges of the 21st century by developing 
confidence and skills in critical thinking 
through participation in a wide range of goal 
oriented experiences. Gettysburg School's Ad
ministration concept of education is to nurture 
the whole child and is emphasized through fo
cusing on development of each child's mind, 
body, and spirit. Each student participates with 
both parents and teachers in the "Goal Shar
ing Programs," where they set both academic 
and behavioral goals. As a result, Gettysburg 
Elementary School was elected as a model 
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program by Phi Delta Kappa and received the 
"Award for Value and Character Education." 

In the 1997-98 school year, the students 
achieved superior academic scores in reading, 
language, and mathematics on the California 
Assessment Tests. Gettysburg maintained an 
average daily attendance of 99. 78% last 
school year. 

Mr. Speaker, I rise today to congratulate 
Clovis Unified School District's Gettysburg Ele
mentary School for being nominated as a 
"California Distinguished School." I applaud 
both the school and the community for their 
commitment to their children's lives. I ask my 
colleagues to join me in wishing Gettysburg 
Elementary School many years of success. 

DEPARTMENT OF THE INTERIOR 
AND RELATED AGENCIES APPRO
PRIATIONS ACT, 1999 

SPEECH OF 

HON. EARL BLUMENAUER 
OF OREGON 

IN THE HOUSE OF REPRESENTATIVES 

Wednesday, July 22, 1998 

The House in Committee of the Whole 
House on the State of the Union had under 
consideration the bill (H.R. 4193) making ap
propriations for the Department of the Inte
rior and related agencies for the fiscal year 
ending September 30, 1999, and for other pur
poses: 

Mr. BLUMENAUER. Mr. Chairman, last 
night the House voted on Mr. PARKER of Mis
sissippi's amendment No. 18 to strike certain 
provisions of the Interior Appropriations bill, 
H.R. 4193. These provisions direct the Indian 
Health Service to allocate contract support 
costs funding on a pro rata basis to all tribal 
contractors. I voted against that amendment in 
error. Removal of this provision is vitally im
portant to the Tribes in my district and 
throughout the Northwest which are working to 
identify thoughtful, participatory solutions to an 
inadequate system of health care provision. I 
wish the record to reflect my support for the 
Parker amendment and the tribal self-deter
mination it encourages. 

ZLAN, LTD. DEVELOPS MAJOR AD-
VANCEMENT IN ELECTRICAL 
FIRE SAFETY 

HON. RALPH M. HALL 
OF TEXAS 

IN THE HOUSE OF REPRESENTATIVES 

Thursday, July 23, 1998 
Mr. HALL of Texas. Mr. Speaker, one of the 

new high-tech firms in my district, Zlan, Ltd. of 
Wylie, TX, has come up with an affordable so
lution to a major cause of the loss of life and 
property in this country: electrical fires. Each 
year thousands of people die or are seriously 
injured and billions of dollars of property is de
stroyed because of electrical fires. I am told 
that Zlan's technology, properly installed in the 
home, can improve electrical fire safety by as 
much as one-hundred fold, dramatically reduc
ing electrical fires. 

This is not a new problem. As early as 
1978, the House Interstate and Foreign Com-
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merce Committee's Oversight and Investiga
tions Subcommittee found that ". . . often the 
dangerous malfunctions of these systems, 
which may lead to fire, takes place behind the 
walls of one's home over a period of time and 
finally fire erupts without warning .... (l)t is 
essential that industry and government work 
together to find a solution to this problem." 

In 1994 the Consumer Product Safety Com
mission (CPSC) asked Underwriters Labora
tories (UL) to identify new technology products 
for reducing residential electrical fires. George 
A. Spencer, who is Zlan's founder and CEO, 
invented an electronic circuit breaker and has 
spent many years developing and improving 
this technology. Zlan, Ltd. began dem
onstrating prototypes of its Digitally Enhanced 
Circuit Breaker®, to the CPSC and UL. CPSC 
has indicated substantial interest in this tech
nology. 

Last spring Spencer and the Zlan team pre
sented to the CPSC staff an update of their 
electronic circuit breaker technology designed 
to detect arcing faults. Key features include: 

Microprocessor controller for state of the art 
technology. 

Arc detection to analyze low and high cur
rent problems in wiring. 

False trip protection for routine power 
surges, i.e., motor start-ups, etc. 

Auto self-test plus manual test capability. 
LED status light for performance assurance 

and fault identification. 
Serial Port options for remote monitoring, 

test and remote trip capability. 
Zlan's Load Center Monitor works with the 

Digitally Enhanced Circuit Breakers to provide 
audible and visual indicators of faults, store 
performance data, identify causes of electrical 
malfunctions as well as communication capa
bilities to monitor electrical systems. 

Zlan has entered into an agreement with 
STMicroelectronics, Inc. (ST) to manufacture a 
custom chip-set using Zlan's Arc Fault Inter
rupter (AFCI) technology that will provide a 
low cost solution to the circuit breakers manu
facturers. Most homes can be upgraded to the 
new AFCI circuit breaker at a cost estimated 
to be as low as $800. 

This major advancement in electrical fire 
safety is expected to be on the market in time 
to meet new electrical building codes now 
being drafted. 

Innovative use of new technology to im
prove flawed and dated technology has al
ways been the hallmark of American ingenuity. 
I am extraordinarily pleased that the creative 
minds at Zlan have chosen to locate and build 
their business in my district to advance a 
promising technology that can save lives and 
give families the opportunity to make their 
homes safer places to live. 

DISAPPROVAL OF MOST-FAVORED
NATION TREATMENT FOR CHINA 

SPEECH OF 

HON. CASS BAUENGER 
OF NORTH CAROLINA 

IN THE HOUSE OF REPRESENTATIVES 

Wednesday, July 22, 1998 

Mr. BALLENGER. Mr. Speaker, once again, 
legislation to overturn our current trade rela-
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tions with the People's Republic of China has 
reached the House floor. This annual exercise 
divides our nation over our relationship with 
the most populous nation in the world. The 
only thing which has changed is the termi
nology. We now refer to Most Favored Nation 
(MFN) trading status as simply Normal Trade 
Relations (NTR), a more accurate description 
of this annual trade vote. 

I will reluctantly vote against the resolution, 
Disapproving the Extension of Nondiscrim
inatory Treatment to the Products of the Peo
ple's Republic of China (H.J. Res. 121), before 
us toady. I do recognize China's deplorable 
record on human rights and our moral obliga
tion to speak out for the weak and voiceless 
in China. However, in reaching my decision, I 
again asked myself these questions, "In the 
long run, will revoking China's trade status be 
good or harmful to the Chinese and -the Amer
ican people, and will it improve human rights 
in China?" I must conclude that revoking Chi
na's trade status would be counterproductive 
to these objectives. 

As I have stated previously, the U.S. can do 
more to advance the cause of human rights 
and foster religious, economic and political 
freedom if we continue to engage the Chinese 
in economic cooperation. Social freedom-like 
.freedom of religion-are a direct result of eco
nomic liberalization. If we remove all of Chi
na's trade privileges, we are not only isolating 
that country, but we are losing any opportunity 
to improve the human condition there. 

Terminating normal trade relations with 
China will hurt the American worker and con
sumer as well. From 1991 to 1997, U.S. ex
ports to China rose 71 % from $7.5 billion to 
$12.8 billion. In addition, exports of U.S. 
goods and services to China and Hong Kong 
support an estimated 450,000 American jobs. 
From an· agricultural perspective, the American 
Farm Bureau has called China "the most im
portant growth market for U.S. agriculture in 
the twenty-first century." The United States 
Department of Agriculture estimates that · 
China could account for one-third of future 
growth in u.S. farm exports in the years 
ahead. 

Despite my position on NTR with China, I 
remain concerned about allegations that the 
Clinton White House violated existing cam
paign finance laws by accepting illegal foreign 
contributions from China. In return, the Clinton 
administration sacrificed American national se
curity by allowing the Loral Space and Com
munications Ltd. and another U.S. company to 
provide China's space industry with specific 
technological expertise, strengthening its nu
clear and missile capabilities. I believe the 
Congress has an obligation to look into these 
critical charges, and I support all efforts to 
continue House and Senate investigations. 

In conclusion, if we choose to cut off our 
ties with China, we end up harming those who 
need our help the most-the Chinese people. 
Just as important, we hurt American workers, 
farmers and businesses which would export to 
china, now and in the future. I urge my col
leagues to vote down H.J. Res. 121. 
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IN HONOR OF PUERTO RICO ON 

ITS CONSTITUTION DAY 

HON. DENNIS J. KUCINICH 
OF OHIO 

IN THE HOUSE OF REPRESENTATIVES 

Thursday, July 23, 1998 

Mr. KUCINICH. Mr. Speaker, I rise to honor 
the citizens of Puerto Rico on Constitution 
Day, July 24, 1998. The people of Puerto Rico 
established the Constitution of the Common
wealth of Puerto Rico for the very same rea
sons our forefathers wrote the Constitution of 
the United States of America, to establish 
themselves as a democracy. . 

The Puerto Rican Constitution ensures 
basic welfare and human rights for the people, 
ensconces the idea of a government which re
flects the will of the people, and pays tribute 
and loyalty to the Constitution of the United 
States of America. 

The Puerto Rican culture is a distinctly 
unique culture. By pledging allegiance to the 
Constitution of the United States of America, 
the people of Puerto Rico celebrate shared 
beliefs and the co-existence of both cultures. 
By ratifying their own Constitution, the people 
of Puerto Rico retain and honor their original 
heritage while expressing the desire to pursue 
democracy and happiness for themselves. 

Mr. Speaker, I would like to" recognize the 
following individuals for their contributions to 
the Greater Cleveland community. Dr. 
Milagros Acevedo Cruz, Michelle Melendez, 
Mario Ortiz, David Plata, Raquel Santiago, . 
Lydia Esparra, Orlando Salinas, Ana Garcia, 
Yolanda Perdomo, and Jundy Caraballo. I 
hope that my fellow colleagues will join me in 
honoring these individuals and praising the 
Puerto Rican people as they celebrate Con
stitution Day. 

IN RECOGNITION OF KATHLEEN S. 
BLACKMAR 

HON. PATRICK J. KENNEDY 
OF RHODE ISLAND 

IN THE HOUSE OF REPRESENTATIVES 

Thursday , July 23, 1998 

Mr. KENNEDY of Rhode Island. Mr. Speak
er, I would like to bring to your attention the 
recognition of a Warren post office employee 
who was recently recognized as the Federal 
Employee of the Year in Rhode Island. Kath
leen S. Blackmar was honored at the 27th an
nual awards ceremony held at the BankBoston 
Operations Center in East Providence by the 
Federal Executive Council of Rhode Island. 
She was nominated for the award by Warren 
postmaster Erick B. Lawson. 

Kathy has become known as a very valu
able asset to the Warren post office. In her job 
as custodian, she is responsible for making 
building repairs, performing janitorial duties, 
and assisting customers with lost or broken 
post office box keys. Her fellow workers share 
the belief that she has a work ethic that can
not be identified by level of job title. She has 
educated herself about boiler repair and diag
nosis and she makes minor repairs to the of
fice's fleet of vehicles. On top of this, Ms. 
Blackmar maintains and landscapes the 
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grounds and clears snow. She readily has 
given her time to serve as coordinator for the 
Combined Federal Campaign, the annual drive 
for the contribution to community organiza
tions. She has also coordinated the post of
fice's Toys for Tots campaign and the annual 
"Christmas Wish List." 

I am proud to recognize Kathleen Blackmar 
as an outstanding individual and to commend 
her for her contribution to public service. 

30TH ANNIVERSARY OF LOCKPORT 
HIGH SCHOOL 100-MILE RELAY 
RECORD 

HON. JOHN J. LaFALCE 
OF NEW YORK 

IN THE HOUSE OF REPRESENTATIVES 

Thursday, July 23, 1998 

Mr. LAFALCE. Mr. Speaker, I would like to 
call to the attention of our colleagues the 30th 
anniversary of an extraordinary high school 
track and field record that still stands today. In 
June, 1968, eight members of Lockport Senior 
High School in Lockport, New York ran the 
100-mile relay in a time of seven hours, 27 
minutes and 53.6 seconds. This mark beat the 
previous New York State record by a full nine 
minutes. It is also an astonishing 26 minutes 
36.5 seconds faster than the existing world 
record as listed in the Guinness Book of 
Records. And that so-called world record in
volved 100 runners-not eight. 

Members of the record-setting relay team, 
led by Coach John Chew, were Jim Rycyna, 
Charlie Quagliano, Bob Brown, Brian Brooks, 
Jeff Helshoff, Frank Pfeil, George Bickford, 
and Jeff Watkins. Each of these student-ath
letes ran 12112 miles in spurts of 11 O yards, 
220 yards, and 440 yards. The overall aver
age time was less than four minutes and 30 
seconds per mile. 

Mr. Speaker, the State of New York recently 
passed a resolution congratulating the 1968 
Lockport High School relay team, and the 
Mayor of Lockport issued a proclamation com
mending their achievement. I too am pleased 
to recognize these eight men on the occasion 
of the 30th anniversary of their 100-mile relay 
record, and ask all Members to join me in con
gratulating them as they reunite this month to 
celebrate their tremendous athletic perform
ance. 

OUR WAR ON DRUGS BEST WEAP
ON: GOOD PERSONNEL-HELP, 
DON'T HINDER, OUR CUSTOMS 
EMPLOYEES 

HON. BOB FILNER 
OF CALIFORNIA 

IN THE HOUSE OF REPRESENTATIVES 

Thursday, July 23, 1998 

Mr. FILNER. Mr. Speaker, this morning, I 
had the honor and privilege to speak to the 
National Treasury Employees Union and other 
national law enforcement groups. I outlined 
the successes that Customs employees have 
had in our War on Drugs and spoke of my op
position to H.R. 3809, which would undermine 
that success. 
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In my own district, Robert Hood, a Customs 

inspector, is considered one of the "Best of 
the West" in Operation Brass Ring, a con
certed effort to increase drug seizures among 
all agencies policing the border. From Feb
ruary through June of this year, Robert lead 
the San Diego region in drug interdiction, seiz
ing more than 8,745 pounds of marijuana and 
11 pounds of methamphetamine. Robert Hood 
is joined by other heroes-in the San Diego 
Customs area, the valiant men and women 
policing the border have been responsible for 
nearly tripling the amount of cocaine and 
methamphetamine seized, while the number of 
seizures of marijuana have nearly doubled. 

In just the past six months, Customs per
sonnel have made an incredible impact on the 
amount of drugs getting to our streets and into 
our children's pockets! That is why the Fra
ternal Order of Police, the National Associa
tion of Police Organizations, and the Border 
Patrol Council, among others, join me in op
posing H.R. 3809 and asking those who sup
port it, "What could you be thinking?" 

The bill undermines the partnership that has 
flourished between Customs personnel and 
their managers in the successful drug interdic
tion efforts. it would restrict employees' rights 
to have significant input on safety issues-and 
it would cut their pay. How does cutting Cus
tom's employees' pay for working their regular 
night shifts help to bolster our War on Drugs? 
I simply don't understand it. 

I support the provisions in H.R. 3809 that 
boost 1999 funding for Customs, and I urge 
the Senate and the President to also support 
an increase in Customs funding, while reject
ing the provisions that cut Customs personnel 
negotiating rights and their hazard pay for es
sential nighttime shifts. 

H.R. 3809 gives us tools to fight the War on 
Drugs, but puts those who will use the tools in 
straightjackets. We will lose the War on Drugs 
and waste taxpayers' money if we spend 
money on expensive, cutting-edge equipment 
at the same time we undermine employee mo
rale and labor standards. 

Listen to the partners in the War on Drugs
police officers know they cannot win the war 
if Customs efforts to keep drugs from entering 
the country are thwarted. I support the front
line soldiers in the War on Drugs-our Cus
toms personnel-and urge support only for 

. legislation that enhances, rather than detracts, 
from their good work. 

IN HONOR OF DR. MARGARET 
STORTZ AND REV. VICTOR 
POSTOLAKI, MINISTERS OF THE 
FIRST CHURCH OF RELIGIOUS 
SCIENCE 

HON. BARBARA LEE 
OF CALIFORNIA 

IN THE HOUSE OF REPRESENTATIVES 

Thursday, July 23, 1998 
Ms. LEE. Mr. Speaker, it is with honor that 

I share with you the accomplishments and reli
gious commitment of Dr. Margaret Stortz and 
Rev. Victor Postolaki, who will be honored by 
the First Church Religious Science on Sunday, 
July 26 in Oakland, California. 

Dr. Stortz will be stepping down as senior 
minister after 14 years and Rev. Postolaki, as 
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assistant minister after 12 years of service. As 
ministers each has provided guidance and 
support to its congregants and the residents of 
Oakland and the East Bay. 

As leaders of First Church, they encouraged 
community outreach on an economic level and 
have generated monies to assist the survivors 
of the 1989 Loma Prieta Earthquake, the Oak
land Firestorm. Their fund-raising efforts such 
as the "Love Project" in conjunction with Allen 
Temple Baptist Church assisted in the rebuild
ing of the Black churches burned in the south, 
the North Dakota Flood, and the Mexico 
Earthquake. They have, through the church 
volunteer programs, arrange for the creation 
and distribution of grocery baskets and food 
vouchers for numerous economically dis
advantaged families and organizations serv
icing this constituency. 

They worked with Bay Area Ministries to 
make Oakland a better community for all its 
residents. Both were concerned about youth 
and were actively involved in programs that 
educated our children specially the teen em
powering program serving the East Bay. 

Dr. Stortz served as Assistant Minister in 
1981 and as the senior minister since 1984. In 
1983, she was elected President of the North
ern California United Church of Religious 
Science. Over the years Dr. Stortz held nu
merous offices within the United Church of 
Religious Science organization as member of 
the International Board of Trustees and the 
President of the United Church of Religious 
Science. 

Besides her ministerial duties she is an au
thor and has an extensive list of works. Her 
written works include Start Living Every Day of 
Your Life, How to Enjoy Life and Flight into 
Life. She has produced Seven Spiritual Laws 
of Success based on Deepak Chopra's Book 
of the You Prosper, We Prosper-a 10-day 
prosperity meditation series, and Here's to 
Your Healt~a 10-day health meditation se
ries. She has written articles for the Oakland 
Tribune regarding the local clergy. Dr. Stortz 
served as a member of the Oakland Police 
and Clergy Together, and trained numerous 
assistant ministers. 

Rev. Postolaki, originally from Romania, 
prior to coming to First Church, served the 
Santa Rosa Church, both as a Practitioner 
and as an Assistant Minister. In 1986 he be
came the assistant minister at First Church of 
Religious Science, Oakland. He conducted 
weekly circles of Prayer and headed the Pas
toral Care. 

Rev. Postolaki has brought his spiritual 
strength, his creativity, and his artistic talents 
to First Church. He created unique banners 
reflecting the world's religious beliefs and "The 
Season for Non-Violence" banner honoring 
the anniversaries of the deaths of Mahatma 
Gandhi and Dr. Martin Luther King, Jr. 

Dr. Stortz and Rev. Postolaki have been pil
lars whose commitment has established First 
Church as a fifty-year-old Oakland spiritual in
stitution. 
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BIPARTISAN CAMPAIGN 
INTEGRITY ACT OF 1997 

SPEECH OF 

HON. DENNIS J. KUCINICH 
OF OHIO 

IN THE HOUSE OF REPRESENTATIVES 

Monday, July 20, 1998 

The House in Committee of the Whole 
House on the State of the Union had under 
consideration the bill (H.R. 2183) to amend 
the Federal Election Campaign Act of 1971 to 
reform the financing of campaigns for elec
tions for Federal office, and for other pur
poses: 

Mr. KUCINICH. Mr. Chairman, I rise in op
position to the amendment by Mr. PAXTON to 
the bill being discussed on campaign finance 
reform. This amendment would require labor 
unions to report ·au financial activities under 
current labor laws by categories, such as or
ganizing activities and strike activities and po
litical activities. The amendment further re
quires that reports be posted on the Internet. 

These provisions single out unions for spe
cial treatment. They would impose expensive, 
burdensome regulations upon the organiza
tions that represent working people. Compa
nies are not subject to such treatment. This 
would further tilt the political playing field to
wards corporations and against working fami
lies. 

The amendment imposes a substantial ac
counting burden on union members. It is the 
responsibility of the Department of Labor to 
determine the appropriate level of accounting 
that is needed to fulfill the requirements of 
American labor laws. This measure amounts 
to harassment and discrimination against labor 
unions. 

Also, Mr. Chairman, this amendment is 
clearly a "poison pill." It is part of a continuing 
effort to load up the major, bipartisan cam
paign finance reform proposal with provisions 
that will drive away certain categories of sup
porters. The attempt is NOT to further cam
paign finance reform for the good of the Amer
ican people. The purpose is to obstruct the 
process. I therefore urge my colleagues to de
feat this destructive amendment. 

FUNDING OF THE NEA AND 
CENSORSHIP 

HON. BERNARD SANDERS 
OF VERMONT 

IN THE HOUSE OF REPRESENTATIVES 

Thursday, July 23, 1998 

Mr. SANDERS. Mr. Speaker, I would like to 
have printed in the RECORD statements by 
high school students from my home State of 
Vermont, who were speaking at my recent 
town meeting on issues facing young people 
today. 

FUNDING OF THE NEA AND CENSORSHIP 
(By Daniel Luzer) 

There has been a great deal of controversy 
lately about the National Endowment for the 
Arts. The Supreme Court is expected to rule 
in July in the case of National Endowment 
for the Arts versus Finley to decide if the 
federal law requiring the head of the Endow-
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ment to consider general standards of de
cency and respect for the diverse beliefs and 
views of the American public when consid
ering whether or not to award a grant. In 
Congress last month, Senator John Ashcroft, 
together with Senator Jesse Helms, at
tempted, in an appropriations bill, to kill the 
endowment program entirely. 

From the beginning, the National Endow
ment for the Arts has been a controversial 
program. Certainly the endowment is a valu
able program. Before 1965, when the endow
ment was instituted, the arts were, to a 
great extent, still on the fringes of society 
and accessible only to the cultural elite. 
Since then, the arts have expanded greatly, 
and are now accessible to the masses and 
have thus begun to educate the majority, 
which was the point. 

In the words of Maryanne Peters, the 
President of the Board of Directors of the 
National Campaign for Freedom of Expres
sion, "In creating the NEA, Congress recog
nized that the arts are integral to fostering 
imaginative thinking in our culture." In the 
33 years which the National Endowment for 
the Arts has existed, the role of art in our 
culture has greatly increased. One of the 
main contributions that the Endowment has 
made to our culture is to expand the Amer
ican art world from a largely market-driven 
world to a system which allows artists to ex
plore and to expose communities to new cre
ative fields, without having to worry about 
how to purchase materials, or even purchase 
food. 

It is important to remember, though, that 
money from the National Endowment for the 
Arts is a prize, bestowed upon artists whose 
work is either exceptionally good or greatly 
needed in a given community. Artists who 
receive money from the Endowment are sin
gled out for the content of the work. Organi
zations like National Campaign for Freedom 
of Expression would like us to believe that 
the law requiring the head of the Endowment 
to consider standards of decency when 
awarding grants amounts to a violation of 
the rights to free speech. 

This line of reasoning is flawed, however, 
in that The First Amendment to the Con
stitution states that "Congress shall make 
no law restricting freedom of speech." The 
fact of the matter is that the above-men
tioned law is not a law restricting freedom of 
speech. The N~tional Endowment for the 
Arts is not an organization which punishes 
artists for poor quality work; it is an organi
zation which awards prizes to artists of first 
quality. 

The law simply requires potential grant
givers to consider decency with respect to 
art. The law does not restrict the freedom to 
speak in any way, since no artist is re
stricted from anything; they will simply find 
it slightly more difficult to receive federal 
money for offensive work, which seems a log
ical and acceptable state for an artist to be 
in. So the law is not unconstitutional. 

That being said, the other issue that art
ists and artists' groups have brought up is 
the law's potentially harmful vagueness, 
which could lead to arbitrary and dangerous 
selection and rejection of an artist's work, 
which is absurd in a federal program, where 
standards are needed in order to determine 
an artistic piece 's relevance in relation to 
the policies and purpose of the National En
dowment for the Arts. 

This is certainly a legitimate concern, and 
one which needs to be addressed in order for 
the National Endowment for the Arts to con
tinue to function in a manner that benefits 
society. What the National Endowment for 
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the Arts needs to continue in a way that ben
efits America are clearer laws and a stricter 
codification of the grant system. In this way, 
artists can be granted money based on 
whether and where their work is needed. If a 
given community was seriously lacking in, 
say, quality theater, then playwrights could 
be sent, with NEA grants, to the said com
munity. 

To a certain extent, the National Endow
ment for the Arts already works in this man
ner. However, greater clarity on this issue 
would lead to a better relationship between 
the art and political communities, which 
would decrease artists' frustration and im
prove the quality of the overall art program 
in the United States. 

This plan does, to a certain extent, lead to 
discrimination against certain forms of art. 
While that is unfortunate, there is no way 
that the United States government could 
ever equally support all forms of art. But 
that was never the purpose of the National 
Endowment for the Arts. Another objection 
that could be raised for this plan for greater 
codification of the endowments program is 
that placing restrictions would adversely af
fect the quality of art. While that is a legiti
mate concern, as the arts are an expression 
of emotion, it is important to realize that, in 
order for the arts to flourish, they do not 
need to be unrestricted. Some the greatest 
works of art were created under severe re
strictions. The entire Renaissance, which for 
example, produced such masterpieces as 
Michelangelo's Sistine Chapel, Donatello's 
Madonna and Child, and Dante 's Divine Com
edy, was funded in large part by the Flor
entine banking families, not to mention the 
Vatican. 

An additional argument against the idea of 
greater codification for the National Endow
ment for the Arts might be that the organi
zation would therefore not be supporting the 
·artistic community at all , since the award of 
grants would be based on the need for certain 
artists, rather than absolute support for ar
tistic expression. One needs to realize, how
ever, that the purpose of the National En
dowment for the Arts should not be to en
courage artistic expression among the artis
tic community. That would exist whether 
the National Endowment for the Arts does or 
not. 

The purpose for the NEA ought to be to 
support the viewers of art, extending their 
horizon so as to foster the greater artistic 
understanding of the nation as a whole, not 
to support the ever-expanding imagination of 
the elite artistic community. 

STATEMENT BY DAN WELCH REGARDING 
VERMONT EDUCATION STANDARDS 

My name is Dan Welch, and two years 
ago-well, last year, second semester, I was 
given the opportunity to work with the 
Vermont Institute for Math, Science and 
Technology on developing a handbook for 
understanding the Vermont framework of 
standards that is in place in our education 
system right now. And I found, through vis
iting other schools and talking to college
level people, that the Vermont frameworks 
are not understood by anyone, and they are 
the basis for ou.r entire education system for 
the next decade. 

I think that putting standards into edu
cation is asking a lot of students for a lot of 
things, especially the standards as high as 
these, and my concern is that, when students 
see standards for the first time, which won't 
be for a couple years, they are going to 
choke. 

I come from CVU, which is a school where 
you have to do a standard-based project to 
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graduate, and when this project first started 
off-the number was 88 percent of kids, three 
years ago, failed to meet the standards on 
their first time around. Had there not been a 
second chance to meet that standard, had it 
been like an exam for their final in the 
course, 88 percent of those kids, of a class of 
200, would have stayed back and joined the 
class behind them. 

Putting standards into schools is a good 
thing, to level the playing field and say, 
well, everyone 's getting their education 
based around this one concept or these ideas. 
But putting it into such pass-fail 
stringencies and saying that they are a 
standard is going far beyond what should be 
done. And the setup for Vermont's frame
work of standards is based on a program that 
was started in Essex, I believe, and they 
want to work like a rubric for point systems, 
where it is not necessarily pass-fail. 

The Vermont framework for standards is 
an excellent idea, it is a little vague in the 
English area, but I would like to see pro
grams like it going up nationwide, because it 
would really make a difference in the edu
cation system as soon as it is fully imple
mented. 

My biggest concern is that, once it is im
plemented, at what point do students find 
out about the standards that are expected to 
be met? I found out my junior year. I would 
have liked to have known my freshman year, 
and maybe earlier. This is one of the issues 
I brought up when I was working with 
VISMT on rewriting the handbook for under
standing the standards, is that the students 
should know what is expected of them from 
day one, and the handbooks that I was given 
should be made available to everyone from, 
probably, 7th grade, or earlier, on. And par
ents should be kept informed of what the 
standards are from the time their child en
ters the school system until long after, be
cause they should continue their role as an 
active member of the community to know 
what is being expected of their local students 
and how they can get involved to change 
that. 
STATEMENT BY RHYS MARSH REGARDING ACT 

60/FEDERAL EDUCATION FUNDING 

Act 60 is one of the most controversial and 
monumental bills to pass the Vermont legis
lature in recent years. It comes in response 
to a 1996 decision by the Vermont Supreme 
Court which declared Vermont's system of 
education funding illegal according to the 
Vermont constitution. 

The main purpose of Act 60 is therefore to 
equalize public school funding opportunities 
in the State of Vermont. Act 60 accomplishes 
this by introducing a statewide property tax 
of $1.10 per $100 of property value , which 
funds block grants of approximately $5,000 
per student for each local school district. 

As all but 13 of Vermont's 252 towns are 
currently spending more than the $5,000 
block grant per student, towns are given the 
option of raising additional money for their 
schools through a local property tax. Under 
Act 60, the distribution of moneys raised 
through local taxes has been equalized as 
well. A tax increase of one cent per $100 of 
property value in Vernon, which has a fair 
market property value of about $9 million 
would obviously not yield as much money as 
a one cent increase would in Stowe, which 
has a fair market property value of $769 mil
lion. Because of this discrepancy, so-called 

. gold towns such as Stowe and Stratton must 
give some of their money raised through 
local taxes to the state. This has the effect 
of making a one cent tax increase in Stowe 
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produce as much money for the school sys
tem as a one cent tax increase would produce 
in Vernon. 

Opponents of the bill say Act 60 has put an 
unfair tax burden on the more wealthy 
towns, as they must now share their prop
erty tax dollars with other, poorer towns. 
Some also complain that less affluent fami
lies who own property in gold towns will be 
hurt by the tax increase those towns are 
likely to face. 

However, Act 60 has, in reality, only given 
all Vermont students equal chance for edu
cation funding, regardless of geographical lo
cation. Before Act 60 was passed, property 
taxes varied immensely within the State of 
Vermont. For example, Stratton provided 
lavish funds to its schools with a tax rate of 
only 42 cents per $100. However, in Standard, 
a grueling tax rate of $4.39 per $100 was nec
essary to provide adequate school funding. 
This means that property valued at $100,000 
in Stratton would be taxed only $420, while, 
in Standard, the same property would be 
taxed $4,390. Under Act 60, both properties 
will be taxed $1,100, unless their towns decide 
to spend more than the $5,000 per pupil block 
grants the state provides. 

This means that the property-rich towns 
will now get the same bang for the buck as 
property-poor towns. Even if the gold towns 
continue to fund their schools at the current 
high levels, the property taxes will not in
crease the levels any greater than the rates 
some towns currently pay to send moderate 
moneys to their schools. 

In addition, families with incomes of less 
than $75,000 have been protected from the 
possible tax increases associated with Act 60, 
by capping their property taxes at between 3 
and 5 percent of the household income. Act 
60 has provided an effective and equitable so
lution to the problems of Vermont's property 
taxes and education funding. 

However, the property tax is still a regres
sive tax, and there are still enough inequal
ities in the state and local taxes within the 
nation. While there is no stipulation in the 
Federal Constitution that requires equal 
education funding from state to state, in
creased equalized federal aid to states could 
help to ease the downfalls of the property 
tax and the funding inequities nationally. 

Therefore, I believe the Federal Govern
ment should write new legislation based on 
the ideas behind Act 60 and increase the con
tributions to public education. This would 
help to distribute the wealth of the United 
States more homogeneously and improve 
school quality, especially in the nation's 
poorer school districts. It also would move 
more of the tax burden on Americans from 
the regressive and volatile local property tax 
to the progressive income tax of the Federal 
Government. 

Act 60 has done wonders for Vermont. The 
United States of America could utilize the 
benefits of legislation similar to Act 60 on a 
national level, to reduce our reliance on re
gressive taxes and provide more equal fund
ing for our nation's schools. 

Thank you. 
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DEPARTMENTS OF VETERANS AF

FAIRS AND HOUSING AND URBAN 
DEVELOPMENT, AND INDE
PENDENT AGENCIES APPROPRIA
TIONS ACT, 1999 

SPEECH OF 

HON. EARL POMEROY 
OF NORTH DAKOTA 

IN THE HOUSE OF REPRESENTATIVES 

Friday, July 17, 1998 

The House in Committee of the Whole 
House on the State of the Union had under 
consideration the bill (H.R. 4194) making ap
propriations for the Departments of Vet
erans Affairs and Housing and Urban Devel
opment, and for sundry independent agen
cies, boards, commissions, corporations, and 
offices for the fiscal year ending September 
30, 1999, and for other purposes: 

Mr. POMEROY. Mr. Chairman, I rise in op
position to the Lazio Amendment to the VA
HUD Appropriations bill. While I supported 
H.R. 2, the housing reform bill when it was 
brought to the floor last year, I do not believe 
the appropriations bill before us in an appro
priate vehicle to move the bill forward. I am 
supportive of reforming our public housing, 
however, reform needs to take place in the 
proper forum. 

Attaching a complicated bill like H.R. 2 to an 
appropriations bill has the potential to delay 
critical funding for our nation's veterans, hous
ing for low income families and other vital pro
grams. Conference negotiations on the bill 
could even be delayed to the point of another 
government shutdown. After witnessing the 
negative effects of the government shutdown 
in 1995, we must ensure that we never face 
that situation again. 

I have concerns about the provision in H.R. 
2 dealing with the untested home rule provi
sion. The home rule provision would essen
tially eliminate the role of housing authorities 
in any decision affecting Section 8 and public 
housing programs by turning the administra
tion of these programs over to local govern
ments. This and other modifications to public 
housing need to be thought through carefully. 
Unfortunately, an appropriations bill does not 
provide for that type of comprehensive consid
eration. 

TRIBUTE TO FOCUS: HOPE 

HON. JOHN D. DINGELL 
OF MICHIGAN 

IN THE HOUSE OF REPRESENTATIVES 

Thursday, July 23, 1998 
Mr. DINGELL. Mr. Speaker, I rise today to 

recognize an organization that is near and 
dear to my heart. They are celebrating their 
30th anniversary this year and on July 25, 
1998, they will celebrate another triumph over 
adversity as they cut the ribbon to re-open 
their resource center which was badly dam
aged last year by a tornado. This civil and 
human rights organization was created by my 
beloved friends Father William T. Cunningham 
(1930-1997) and Ms. Eleanor M. Josaitis, and 
since Father Cunningham's passing, Ms. 
Josaitis has valiantly continued their work as
sisting those in need in our community. 
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Its name is Focus: HOPE, and it unites our 
multi-cultural community with common efforts 
to overcome injustice and build racial har
mony. This organization is an important part of 
our great city of Detroit promoting social jus
tice and practical solutions to the problems 
that plague our inner-cities like: hunger, eco
nomic disparity, inadequate education, and ra
cial divisiveness. Focus: Hope combats these 
problems with technical training, educational 
and corporate partnerships, and food pro
grams. These are not handouts but a helping 
hand to give peopl'e the tools and means to 
rejoin society. 

This wonderful organization came into being 
as a result of the riots of 1967 which caused 
such turmoil in our community. Out of all this 
Focus: Hope was created like the Phoenix ris
ing from the ashes to turn a city that was rav
aged by civil disturbance and racism into a 
city that has so much to offer for everyone 
who lives within its borders-a city I am proud 
to call home. 

Focus: Hope's food program helps feed and 
provide nutrition to pregnant women, post
partum mothers, children from infancy to six 
and senior citizens 60 years and older. It pays 
particular attention to at-risk mothers by pro
viding free food, nutritional education and food 
demonstrations on how to prepare various 
dishes for the mother and her baby with the 
monthly food they receive. 

Academic skills and job training are an im
portant aspect of Focus: Hope's mission. Fast 
Track and First Step are two successful pro
grams which help people get back on their 
feet and learn to advance into good paying 
technical jobs. First Step works to upgrade the 
math, communications and computer skills of 
trainees so that they may enroll in Fast Track 
or the Machinist Training Institute. Fast Track 
focuses on academic skills and the disciplines 
of high school to give folks the tools they need 
to pursue further technical training or higher 
educational pursuits. 

Mr. Speaker, I would like to close by read
ing Focus:Hope's mission statement that de
scribes so well what they have done, do and 
will continue to do hopefully for many more 
years to come. 

"Recognizing the dignity and beauty of 
every person, we pledge intelligent and prac
tical action to overcome racism, poverty and 
injustice, and to build a metropolitan commu
nity where all people may live in freedom, har
mony, trust and affection. Black and white, 
yellow, brown and red from Detroit and its 
suburbs of every economic status, national ori
gin and religious persuasion we join in this 
covenant." 

Mr. Speaker, I ask that all my colleagues 
join me in paying tribute to this wonderful or
ganization which gives people a second 
chance and also, gave the city of Detroit a 
second chance. 
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SECURITIES LITIGATION UNIFORM 

STANDARDS ACT OF 1998 

SPEECH OF 

HON. ROSA L. DeLAURO 
OF CONNECTICUT 

IN THE HOUSE OF REPRESENTATIVES 

Tuesday, July 21, 1998 

Ms. DELAURO. Mr. Speaker, in the 104th 
Congress, I voted to pass the Private Securi
ties Litigation Reform Act, which was signed 
into law. The purpose of the law was to re
duce the number of frivolous lawsuits br0l,1ght 
against companies or stock brokers for fraud. 

The bill was aimed at stopping lawsuits by 
investors in high tech companies that didn't 
make as much money as expected. These 
lawsuits are so commonplace, that sometimes 
clients are even brought into the suit after the 
suit is filed by a legal representative. 

High-tech companies, of which there are 
many in Connecticut, have volatile stocks and 
are particularly susceptible to such suits. 
These companies are often forced to settle 
with investors to avoid court costs. 

Now we need to further refine the law tor 
litigants who try to skirt the law by suing in 
state instead of federal court. We need one 
standard tor all fifty states. I am pleased to 
offer my support for the Securities Litigation 
Uniform Standards Act, and I urge my col
leagues to support this measure and close a 
frivolous lawsuit loophole. 

THE PATIENT PROTECTION ACT 
OF 1998 

HON.J. DENNIS HASTERT 
OF ILLINOIS 

IN THE HOUSE OF REPRESENTATIVES 

Thursday, July 23, 1998 

Mr. Mr. Speaker, I submit for the RECORD, 
a section-by-section analysis of H.R. 4250 the 
Patient Protection Act for my colleagues to re
view. 

THE PATIENT PROTECTION ACT OF 1998 
Section 1. Short Title And Table of Con

tents. This section provides for the short 
title, "Patient Protection Act of 1998" and a 
table of contents. 
TITLE I-AMENDMENTS TO THE EM

PLOYEE RETffiEMENT INCOME SECU
RITY ACT OF 1974 

Subtitle A-Patient Protections 
Section 1001. Patient Access to Unre

stricted Medical Advice, Emergency Medical 
Care, Obstetric and Gynecological Care, and 
Pediatric Care. 

Subsection (a). In General. This subsection 
amends subpart B of part 7 of subtitle B of 
title I of the Employee Retirement Income 
Security Act of 1974 by adding a new Section 
713, which follows. 

Section 713. Patient Access to Unrestricted 
Medical Advice, Emergency Medical Care, 
Obstetric And Gynecological Care, Pediatric 
Care. 

Subsection (a). Patient Access to Unre
stricted Medical Advice. This subsection 
states that a group health plan or health in
surance issuer may not prohibit or restrict 
health care professionals under contract 
from advising participants or beneficiaries 
about their health status or treatment, even 
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if benefits for such care or treatment are not 
covered by the plan or health insurance. 
Health care professional ls defined as a phy
sician (section 1861(r) of the Social Security 
Act) or other health care professional whose 
services are provided under the group health 
plan. This includes a podiatrist, optometrist, 
chiropractor, psychologist, dentist, physi
cian assistant, physical or occupational ther
apist and therapy assistant, speech language 
pathologist, audiologist, registered or li
censed practical nurse (including nurse prac
titioner, clinical nurse specialist, certified 
registered nurse anesthetist, and certified 
nurse midwife), licensed certified social 
worker, registered respiratory therapist, and 
certified respiratory therapy technician. 

Subsection (b). Patient Access to Emer
gency Medical Care. This subsection pro
hibits group health plans or health insurance 
issuers from requiring beneficiaries to get 
preauthorization before seeking emergency 
medical services and requires them to cover 
emergency medical screening examinations 
obtained at any emergency medical care fa
cility, whether in or outside a plan's net
work of affiliated providers, if a prudent 
layperson with an average knowledge of 
health and medicine would judge the exam
ination necessary in order to determine 
whether emergency medical care is needed. 
The plan or issuer must provide additional 
emergency medical services to the extent a 
prudent emergency medical professional de
termines necessary to avoid the con
sequences described in section 503(b)(8)(I) of 
ERISA as amended by this Act. These re
quirements apply to the extent the group 
health plan or health insurance issuer covers 
emergency medical care benefits (as defined 
in section 503(b)(8)(I) of ERISA as amended 
by this Act), except for items or services spe
cifically excluded; and to items or services 
within the capability of the emergency facil
ity, including routinely available ancillary 
services. This subsection does not prevent a 
group health plan or issuer from imposing 
any form of cost-sharing for emergency med
ical services. so long as the cost-sharing is 
uniformly applied. 

Subsection (c). Patient Access to Obstetric 
and Gynecological Care. If the group health 
plan or health insurance issuer covers rou
tine gynecological or obstetric care by a par
ticipating physician specializing in such 
care, and the participant's designated pri
mary care provider is not such a specialist, 
authorization or referral by a primary care 
provider must not be required for routine 
gynecological or obstetric care. Ordering of 
other similar routine gynecological or ob
stetric care by such a participating spe
cialist is treated as authorized by the pri
mary care provider. Plan requirements relat
ing to medical necessity or appropriateness 
for obstetric and gynecological care will be 
allowed. 

Subsection (d). Patient Access to Pediatric 
Care. This subsection states that if the group 
health plan or health insurance issuer covers 
routine pediatric care, and requires the des
ignation of a primary care provider, the par
ent or guardian of any plan beneficiary 
under 18 years of age may designate a par
ticipating physician who specializes in pedi
atrics, if available, as the primary care pro
vider. Plan requirements relating to medical 
necessity or appropriateness for pediatric 
care will be allowed. 

Subsection (e) . Treatment of Multiple Cov
erage Options. This subsection requires plans 
that have two or more coverage options to 
provide patient access to obstetric and gyne
cological care and pediatric care as defined 
in subsections (c) and (d) under each option. 

EXTENSIONS OF REMARKS 
Subsection (b). Conforming Amendment. 

This subsection simply amends the table of 
contents of the Employee Retirement In
come Security Act of 1974. 

Section 1002. Effective Date and Related 
Rules. 

Subsection (a). In General. This subsection 
states that the amendments made by Sub
title A will apply with respect to plan years 
beginning on or after January 1 of the second 
calendar year following the date of the en
actment of the Act. The Secretary is also re
quired to issue all necessary regulations be
fore the effective date. 

Subsection (b). Limitation on Enforcement 
Actions. If the group health plan or health 
insurance issuer has sought to comply in 
good faith with the amendments of Subtitle 
A, no enforcement action shall be taken 
against a plan or issuer for violating a re
quirement imposed by the amendments be
fore implementing regulations are issued. 

Subsection (c). Special Rule for Collective 
Bargaining Agreements. If a group health 
plan is maintained pursuant to one or more 
collective bargaining agreements ratified be
fore the date of enactment of this Act, the 
provisions relating to patient access (sub
sections (b), (c), and (d) of section 713 of 
ERISA as added by this subtitle) will not 
apply before the date of termination of the 
last collective bargaining agreement relat
ing to the plan, or January 1, 2001, which 
ever is later. Any amendment in the plan 
made solely to conform to requirements of 
this subtitle must not be treated as a termi
nation of the collective bargaining agree
ment. 

Subsection (d). Assuring Coordination. 
This subsection requires the Secretary of 
Labor, the Secretary of the Treasury, and 
the Secretary of Health and Human Services 
to execute an interagency memorandum of 
understanding to ensure that regulations, 
rulings, and interpretations on the same 
matter over which two or more such Secre
taries have responsibility are administered 
so as to have the same effect at all times, 
and that enforcement policies are coordi
nated to assign priorities and avoid duplica
tion. 

Subsection (e). Treatment of Religious 
Nonmedical Providers. Among other things, 
this section clarifies that nothing in this Act 
shall be construed to prevent a group health 
plan or health insurance issuer offering cov
erage in connection with a group health plan 
from include as covered providers religious 
nonmedical providers. 

Subtitle B-Patient Access to Information 
Section 1101. Patient Access to Informa

tion Regarding Plan Coverage, Managed Care 
Procedures, Health Care Providers, And 
Quality of Medical Care. 

Subsection (a). In General. This subsection 
amends Part 1 of subtitle B of title I of the 
Employee Retirement Income Security Act 
of 1974 by (1) redesignating section 111 as sec
tion 112; and (2) inserting after section 110 
the following new Section 111. 

Section 111. Disclosure by Group Health 
Plans. 

Subsection (a). Disclosure Requirement. 
This subsection requires the administrator 
of each group health plan to ensure that the 
:;mmmary plan descriptions required under 
ERISA section 102 contain the information 
described in subsections (b),(c),(d), and 
(e)(2)(A) . Each health insurance issuer con
nected with a group health plan is also re
quired to provide the necessary information 
to the administrator or to plan participants 
and beneficiaries on a timely basis. 

Subsection (b). Plan Benefits. The informa
tion required under subsection (a) includes a 
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description of : (A) covered benefits cat
egorized by the types of i terns and services 
and the types of health care professionals 
providing the items and services; (B) plan 
coverage for emergency medical care, the ex
tent of access to urgent care centers, and 
definitions of terminology referring to emer
gency medical care; (C) plan benefits for pre
ventive services; (D) any use or application 
of a drug formulary, including a summary of 
the process for determining the formulary; 
(E) and COBRA benefits available under the 
plan. 

Information must also be provided on any 
limitations, exclusions, or restrictions on 
covered benefits, including: (A) benefits spe
cifically excluded from coverage, categorized 
by types of items and services; (B) whether 
coverage for medical care can be limited or 
excluded based on utilization review or 
preauthorization requirements; (C) any life
time, annual, or other period limitations on 
coverage, categorized by types of benefits; 
(D) any limitations or exclusions for custo
dial care; (E) experimental treatment or 
technology; or (F) failure to meet the plan's 
requirements for medical appropriateness or 
necessity; (G) coverage of second or subse
quent opinions; (H) whether referral from a 
primary care provider is required for spe
cialty care; (I) if continuity of care may be 
affected by the departure by the health care 
professional from a defined set of providers; 
restrictions on coverage of emergency serv:. 
ices; and (J) any financial responsibility of 
participants or beneficiaries for emergency 
services. 

Subsection (c). Participant's Financial Re
sponsibilities. The summary plan description 
must also explain the participant's financial 
responsibility for payment of premiums, co
insurance, copayments, deductibles, and 
whether this may vary if the health care pro
vider is not one of a defined set of providers. 

Subsection (d). Dispute Resolution Proce
dures. The summary plan description must 
describe the process for dispute resolution 
adopted by the plan pursuant to section 
503(b) of ERISA as amended by this Act. This 
must explain the procedures and time frames 
for coverage decisions and internal and ex
ternal review. 

Subsection (e). Information Available on 
Request. Upon written request, a group 
health plan or health insurance issuer offer
ing coverage in connection with a group 
health plan must provide access to plan ben
efit information in electronic form. This in
formation, in electronic format, must in
clude, in addition to information required by 
section 104(b)(4) of ERISA, the latest sum
mary plan description, summary of material 
modifications, and the actual plan provisions 
with available benefits. This is required no 
more than once a year, and a reasonable 
charge is permitted which may be subject to 
a maximum amount set by the Secretary. 
Requirements may also be met by making 
the information generally available on the 
Internet or on a proprietary computer net
work in a format which is readily accessible 
to participants and beneficiaries. 

A summary description of the types of in
formation available on request must be in
cluded in the summary plan description 
made available to participants and bene
ficiaries. 

In addition to information described above, 
a group or health plan issuer must provide to 
participants or beneficiaries upon request in
formation on: (i) any network characteris
tics with detailed lists of primary care pro
viders and specialists and their geographic 
locations; (ii) any special disease manage
ment programs or programs for persons with 
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disabilities, whether these programs are vol
untary and if benefits would differ signifi
cantly for participants in care management; 
(111) whether a specific drug or biological is 
included in the plan's formulary and proce
dures for waiver requests; (iv) the procedures 
and medically-based criteria used in an ad
verse coverage decision if the determination 
relates to medical necessity, an experi
mental treatment or technology; (v) the 
basis on which any preauthorization and uti
lization review requirement has resulted in 
an adverse coverage decision; (vi) the accred
itation and licensing status of each health 
insurance issuer offering health insurance 
coverage in connection with the plan and of 
any utilization review organization utilized 
by the issuer or the plan, together with the 
name and address of the accrediting or li
censing authority; (vii) the latest informa
tion on enrollee satisfaction maintained by 
the plan or health insurance issuer; (viii) the 
latest information, if any, on quality per
formance maintained by the plan or health 
insurance issuer; and (ix) information about 
the frequency and outcome of external re
view decisions requested by enrollees of the 
plan or health insurance issuer. 

Upon request, any health care professional 
treating a participant or beneficiary under a 
group health plan must provide to the par
ticipant or beneficiary a description of his or 
her professional qualifications, privileges, 
experience and general description of the 
method of compensation for medical care ac
cording to categories that may be specified 
by the Secretary. 

In addition, upon request, any health care 
facility from which a participant or bene
ficiary has sought treatment under a group 
health plan must provide to the participant 
or beneficiary a description of the fac111ty 's 
corporate form or other organizational form 
and all forms of licensing and accreditation 
status, if any, with standard-setting organi
zations. 

Subsection (1). Access to Information Rel
evant to the Coverage Options under which 
the Participant or Beneficiary is Eligible to 
Enroll. Upon written request, and in connec
tion with a period of enrollment, the group 
health plan and health insurance issuer must 
make the summary plan description avail
able for any coverage option in which the 
participant or prospective participant is eli
gible to enroll and any information described 
in clauses (i),(ii),(iii),(vi),(vii), and (viii) of 
subsection (e)(2)(B). 

Subsection (g). Advance Notice of Changes 
in Drug Formularies. The plan must inform 
participants not later than 30 days before the 
effective of date of any exclusion of a spe
cific drug or biological from any drug for
mulary used by the plan in the treatment of 
a chronic illness or disease. 

Subsection (h). Definitions.- For purposes 
of this section: the term " group health plan" 
has the meaning under section 503(b)(6); the 
term "medical care" has the meaning under 
section 733(a)(2); the term "health insurance 
coverage" has the meaning under section 
733(b)(l) and the term "health insurance 
issuer" has the meaning under section 
733(b)(2). 

Subsection (b). Conforming Amendments. 
This section makes miscellaneous con
forming amendments to ERISA. 

Section 1102. Effective Date and Related 
Rules. 

Subsection (a) . In General. Amendments 
made by Subtitle B-Patient Access to Infor
mation will apply to plan years beginning on 
or after January 1 of the second calendar 
year following the date of the enactment of 
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this Act. The subsection also requires the 
Secretary to issue all necessary regulations 
before that date. 

Subsection (b). Limitation on Enforcement 
Actions. If the group health plan or health 
insurance issuer has sought to comply in 
good faith with the amendments of Subtitle 
B, no enforcement actions shall be taken 
against a plan or issuer for violating a re
quirement imposed by the amendments be
fore final regulations are issued. 

Subsection (c). Assuring Coordination. 
This subsection requires the Secretary of 
Labor, the Secretary of the Treasury, and 
the Secretary of Health and Human Services 
to execute an interagency memorandum of 
understanding to ensure that regulations, 
rulings, and interpretations on the same 
matter over which two or more such Secre
taries have responsibility are administered 
so as to have the same effect at all times, 
and that enforcement policies are coordi
nated to assign priorities and avoid duplica
tion 
Subtitle C-New Procedures and Access to 

Courts for Grievances Arising Under Group 
Health Plans 
Section 1201. Special Rules for Group 

Health Plans. 
Subsection (a). · Section 503 of the Em

ployee Retirement Income Security Act of 
1974 (29 U.S.C. 1133) is amended by adding at 
the end the following new subsections: 

Subsection (b). Special Rules for Group 
Health Plans. 

(1) Coverage Determinations. Every group 
health plan must provide notice in writing to 
a participant of any adverse coverage deci
sion with respect to requested benefits under 
the plan. The notice sets forth the specific 
reasons for the coverage decision and must 
be written in a manner that can be under
stood by the participant. The notice must in
form the participant or beneficiary of their 
ability to file a written request for review of 
the initial coverage decision (i.e. internal ap
peal) within 180 days after receipt of the no
tice. A notice must also be sent to the par
ticipant or beneficiary's medical care pro
vider if the provider initiated the claim or 
seeks reimbursement from the plan. A full 
and fair de novo review of the decision must 
be made by an appropriate named fiduciary 
who did not make the initial decision. Group 
health plans must also meet the additional 
requirements of this subsection. 

(2) Time Limits for Making Initial Cov
erage Decisions for Benefits and Completing 
Internal Appeals. 

(A) Time Limits for Deciding Requests for 
Benefit Payments, Requests for Advance De
termination of Coverage, and Requests for 
Required Determination of Medical Neces
sity. 

(i) Initial Coverage Decisions. If a request 
for benefit payments, a request for advance 
determination of coverage, or a request for 
required determination of medical necessity 
is submitted to a group health plan in area
sonable form under the plan, the plan must 
issue in writing an initial coverage decision 
within 30 days of the filing completion date. 
Failure of the plan to issue a coverage deci
sion will be treated as an adverse coverage 
decision, thus allowing for an internal ap
peal. 

(ii) Internal Review of Initial Denials. 
Upon written request, a review by an appro
priate named fiduciary (who pursuant to 
paragraph (3) must be a physician) must be 
issued within 30 days of the review filing 
date and must include a written decision af
firming, reversing, or modifying the initial 
coverage decision setting forth the grounds 
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for the decision. The decision is treated as 
the final decision of the plan except in the 
case of an adverse coverage decision with re
spect to which the participant elects an ex
ternal review as described below. Failure of 
the plan to issue a coverage decision will be 
treated as an adverse coverage decision, thus 
allowing for an external review. 

(B) Time Limits for Making Coverage Deci
sions Relating ·to Urgent and Emergency 
Medical Care and for Completing Internal 
Appeals. 

(i) Initial Coverage Decisions. In general, 
for any request for expedited advance deter
mination of coverage, a group health plan 
must issue in writing an initial coverage de
cision within 10 days in cases involving ur
gent medical care or within 72 hours in cases 
involving emergency medical care. Failure of 
the plan to issue a coverage decision will be 
treated as an adverse coverage decision, thus 
allowing for an internal appeal. 

(11) Internal Review of Initial Denials. 
Upon written request, a review by an appro
priate named fiduciary (who pursuant to 
paragraph (3) must be a physician) must be 
issued within 10 days for urgent medical care 
and 72 hours for emergency medical care and 
must include a written decision affirming, 
reversing, or modifying the initial coverage 
decision and setting forth the grounds for 
the decision. The decision is treated as the 
final decision of the plan except in the case 
of an adverse coverage decision with respect 
to which the participant elects an external 
review as described below. Failure of the 
plan to issue a coverage decision will be 
treated as an adverse coverage decision, thus 
allowing for an external review. 

(3) Physicians Must Review Initial Cov
erage Decisions Involving Medical Appro
priateness or Necessity or Experimental 
Treatment. If an initial coverage decision is 
based on a determination that a particular 
item or service is excluded from coverage 
under the terms of the plan because the pro
vision of such item or service does not meet 
the plan's requirements for medical appro
priateness or necessity or would constitute 
experimental treatment or technology, the 
internal review shall be conducted by a phy
sician who did not make the initial denial. 

(4) Participant Election of External Re
view by Independent Medical Expert and Re
consideration of Initial Review Decision. 

(A) General Requirements for External Re
view. The external review requirements de
scribed in (B), (C), and (D) apply in the case 
of (1) any failure to timely issue a coverage 
decision under an internal review, or (2) the 
internal review decision is based on a deter
mination that a particular item or service is 
excluded from coverage under the terms of 
the plan because it does not meet the plan's 
requirements for medical appropriateness or 
necessity or would constitute experimental 
treatment or technology. 

(B) Limits on Allowable Advance Pay
ments. The external review in connection 
with an adverse coverage decision is avail
able subject to any requirement of the plan 
(unless waived by the plan for financial or 
other reasons) for payment in advance by the 
participant or beneficiary seeking review of 
an amount equal to $25, or if greater 10 per
cent of the cost of the medical care involved 
up to a maximum of $100. No payment may 
be required of a participant enrolled in a 
plan pursuant to a program under Medicaid 
(Title XIX of the Social Security Act) or 
under a State Childrens' Health Insurance 
Program (Title XXVI of such Act). The pay
ment is to be refunded if the recommenda
tion under external review is to modify or re
verse the internal review decision. 
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(C) Reconsideration of Initial Review Deci

sion. If an internal appeal results in an ad
verse coverage decision, a participant or ben
eficiary can make a request in writing with
in 30 days for an external review and recon
sideration of the initial review decision de
nying coverage. The plan must provide for a 
procedure under which one or more inde
pendent medical experts selected under the 
plan will review the coverage decision to de
termine whether the decision was in accord
ance with the terms of the plan and Title I. 
The record for review (including a specifica
tion of the terms of the plan and other cri
teria serving as the basis for the initial re
view decision denying coverage) will be pre
sented to such expert(s) who must maintain 
such record in a manner to ensure confiden
tiality. The expert(s) will then report in 
writing to the plan their recommendation as 
to whether the coverage decision should be 
affirmed, modified, or reversed. An expla
nation of the grounds (including the clinical 
basis) for the recommendation must be in
cluded. A physician selected under the plan, 
who did not make the initial internal review 
decision, must then reconsider the decision 
denying coverage to determine whether the 
decision was in accordance with the terms of 
the plan and Title I and must issue a written 
decision affirming, modifying, or reversing 
the decision, taking into account the rec
ommendation of the external review medical 
expert(s). The decision must set forth the 
grounds for the decision. 

(D) Time Limits for Reconsideration. The 
review must be completed within 72 hours for 
emergency medical care, within 10 days for 
urgent medical care or within 25 days in 
other cases. The decision affirming, revers
ing, or modifying the initial review decision 
of the plan denying coverage is the final de
cision of the plan. Failure to issue a written 
decision will -be treated as a final decision af
firming the initial review decision of the 
plan, thus allowing for court review. 

(E) Independent Medical Expert. 
(i) In General. The term 'independent med

ical expert' means a medical professional 
who is a physician (or if appropriate another 
medical professional) who has appropriate 
credentials (including licensing in the appli
cable medical field) and has attained recog
nized expertise in the applicable medical 
field. Under the selection procedures in 
clause (ii), the expert must also meet strict 
rules of independence as described below. 

(11) Selection of Medical Experts. To ensure 
independence of the recommendation with 
respect to a particular external review, a 
plan must have procedures that follow one of 
the following means of selecting independent 
medical expert(s). Under the first option, the 
independent expert must be selected by an 
independent intermediary by means of a 
method that ensures that the identity of the 
expert is not disclosed and the identity of 
the plan, issuer and patient is not disclosed 
to the expert. Under the second option, the 
independent expert must be selected by an 
independent and appropriately credentialed 
panel of physicians established by a fully ac
credited teaching hospital. Under the third 
option, the independent expert must be se
lected by an independent peer review organi
zation as described in section 1152(1)(A) of 
the Social Security Act. Under the fourth 
option, the independent expert must be se
lected by an independent external review or
ganization accredited by a private standard
setting organization recognized by the Sec
retary. The independent expert may also be 
selected, under a plan, by an intermediary or 
otherwise that sufficiently ensures the ex-
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pert's independence as prescribed under regu
lations issued pursuant to negotiated rule
making. Nothing in this section shall be con
strued to require that the external review be 
conducted by a governmental entity. 

(iii) Independence Requirements. A profes
sional or entity meets the independence re
quirements if they are not affiliated with 
any related party, if they are not receiving 
any compensation in connection with the ex
ternal review that is contingent on any deci
sion rendered by the professional, if the plan 
and the issuer have no recourse against the 
professional in connection with the rec
ommendation under external review, and if 
the professional or entity does not otherwise 
have a conflict of interest with a related 
party. 

(iv) Related Party. The term 'related 
party' means the plan or any health insur
ance issuer offering health insurance cov
erage in connection with the plan (or any of
ficer, director, or management employee of 
such plan or issuer), the physician or other 
medical care provider that provided the med
ical care involved in the coverage decision, 
the institution at which the medical care in
volved in the coverage decision is provided, 
the manufacturer of any drug or other item 
that was included in the medical care in
volved in the coverage decision, or any other 
party determined to have a substantial in
terest in the coverage decision . 

(v) Affiliated. The term 'affiliated ' means, 
in connection with any entity, having a fa
milial, financial, or professional relationship 
with, or interest in, such entity. 

(F) Inapplicability with Respect to Items 
and Services Specifically Excluded from Cov
erage. An adverse coverage decision that is 
based on a determination that an item or 
service is excluded from coverage under the 
terms of the plan shall not be subject to ex
ternal review, unless the determination is 
found in the decision to be based solely on 
the fact that the item or service does not 
meet the plan's requirements for medical ap
propriateness or necessity, or would con
stitute experimental treatment or tech
nology. 

(5) Permitted Alternatives to Required In
ternal Review. 

(A) In General. A group health plan will 
not fail to meet the requirements relating to 
the review of initial coverage decisions for 
benefits, if in lieu of the procedures relating 
to review, the aggrieved participant or bene
ficiary elects an alternative dispute resolu
tion procedure or the plan provides for an al
ternative dispute resolution procedure pur
suant to a collective bargaining agreement. 
The time limits of the alternative dispute 
resolution procedure are not to exceed the 
time limits otherwise applicable. In any case 
in which such an alternative dispute resolu
tion procedure is voluntarily elected by the 
aggrieved participant or beneficiary, the 
plan may require or allow the participant or 
beneficiary to waive review of the coverage 
decision, to waive further review of the cov
erage decision, and to elect an alternative 
means of external review. 

(B) Additional Requirements. The dispute 
resolution must allow for adequate presen
tation by the aggrieved participant or bene
ficiary of scientific and medical evidence 
supporting the participant's or beneficiary's 
position. 

(6) Permitted Alternatives to Required Ex
ternal Review. A group health plan does not 
fail to meet the external review require
ments if the participant or beneficiary elects 
to utilize a procedure which is generally 
available under the plan, the plan agrees in 
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advance to abide by the recommendation of 
the independent medical expert(s), and the 
participant or beneficiary waives in advance 
any right to further review of the final deci
sion. 

(7) Special Rule for Access to Specialty 
Care. In the case of a request by a physician 
for advance determination of coverage of a 
specialist's services, if those services are 
otherwise provided under the plan, then the 
initial coverage decision shall be issued 
within the specialty decision period (72 
hours). The term 'specialist' means with re
spect to a condition, a physician who has a 
high level of expertise through appropriate 
training and experience (including, in the 
case of a child, appropriate pediatric exper
tise) to treat the condition. 

(8) Group Health Plan Defined. The term 
'group health plan' has the meaning provided 
in section 733(a). 

(9) Other Definitions. 
(A) Request for Benefit Payments. The 

term 'request for benefit payments' means a 
request, for payment of benefits by a group 
health plan for medical care, which is made 
by or on behalf of a participant or bene
ficiary after the medical care has been pro
vided. 

(B) Required Determination Of Medical Ne
cessity. The term 'required determination of 
medical necessity ' means a determination 
that the proposed medical care meets the 
plan's requirements for medical appropriate
ness or necessity (which may be subject to 
exceptions under the plan for fraud or mis
representation), irrespective of whether the 
proposed medical care otherwise meets other 
terms and conditions of coverage, but only if 
the determination does not constitute an ad
vance determination of coverage. 

(C) Advance Determination of Coverage. 
The term 'advance determination of cov
erage' means a determination that the pro
posed medical care meets, under the facts 
and circumstances at the time of the deter
mination, the plan's terms and conditions of 
coverage (which may be subject to excep
tions under the plan for fraud or mis:repre
senta tion). 

(D) Request for Advance Determination of 
Coverage. The term 'request for advance de
termination of coverage' means a request for 
an advance determination of coverage of 
medical care which is made by or on behalf 
of a participant or beneficiary before the 
medical care is provided. 

(E) Request for Expedited Advance Deter
mination of Coverage. The term 'request for 
expedited advance determination of cov
erage' means a request for advance deter
mination of coverage, in any case in which 
the proposed medical care constitutes urgent 
medical care or emergency medical care. 

(F) Request for Required Determination of 
Medical Necessity. The term 'request for re
quired determination of medical necessity' 
means a request for a required determination 
of medical necessity for medical care which 
is made by or on behalf of a participant or 
beneficiary before the medical care is pro
vided. 

(G) Request for Expedited Required Deter
mination of Medical Necessity. The term 're
quest for expedited required determination 
of medical necessity ' means a request for re
quired determination of medical necessity in 
any case in which the proposed medical care 
constitutes urgent medical care or emer
gency medical care. 

(H) Urgent Medical Care. The term 'urgent 
medical care' means medical care in any 
case in which an appropriate physician has 
certified in writing that failure to provide 
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the participant or beneficiary with such 
medical care within 45 days can reasonably 
be expected to result in either the imminent 
death of the participant or beneficiary, or 
the immediate, serious, and irreversible de
terioration of the health of the participant 
or beneficiary which w111 significantly in
crease the likelihood of death, or irreparable 
harm. 

(I) Emergency Medical Care. The term 
'emergency medical care' means medical 
care in any case in which an appropriate 
physician has certified in writing that fail
ure to immediately provide the care to the 
participant or beneficiary could reasonably 
be expected to result in placing the health of 
such participant or beneficiary (or, with re
spect to a participant or beneficiary who is a 
pregnant woman, the health of the woman or 
her unborn child) in serious jeopardy, serious 
impairment to bodily functions, or serious 
dysfunction of any bodily organ or part, or 
that immediate provision of the care is nec
essary because the participant or beneficiary 
has made or is at serious risk of making an 
attempt to harm himself or herself or an
other individual. 

(J) Initial Decision Period. The term 'ini
tial decision period' means a period of 30 
days. In general, the calendar days specified 
in the various decision and review periods 
may be extended pursuant to regulations 
prescribed by the Secretary. 

(K) Internal Review Period. The term 'in
ternal review period' means a period of 30 
days. 

(L) Urgent Decision Period. The term 'ur
gent review period' means a period of 10 
days. 

(M) Emergency Decision Period. The term 
'emergency review period' means a period of 
72 hours. 

(N) Specialty Decision Period. The term 
'specialty decision period' means a period of 
72 hours. 

(0) Reconsideration Period. The term 're
consideration period' means a period of 25 
days. In cases involving urgent medical care, 
this term means the urgent decision period 
(generally, 10 days). In cases involving emer
gency medical care, this term means the 
emergency decision period (generally, 72 
hours). 

(P) Filing Completion Date. The term 'fil
ing completion date' means, in connection 
with a group health plan, the date as of 
which the plan is in receipt of all informa
tion reasonably required (in writing or in . 
such other reasonable form as may be speci
fied by the plan) to make an initial coverage 
decision. 

(Q) Review Filing Date. The term 'review 
filing date ' means the date as of which the 
appropriate named fiduciary (or the inde
pendent medical expert(s)) is in receipt of all 
information reasonably required (in writing 
or in such other reasonable form as may be 
specified by the plan) to make a decision to 
affirm, modify, or reverse a coverage deci
sion. 

(R) Medical Care. The term 'medical care' 
has the meaning provided such term by sec
tion 733(a)(2). 

(S) Health Insurance Coverage. The term 
'health insurance coverage' has the meaning 
by section 733(b)(l). 

(T) Health Insurance Issuer. The term 
'health insurance issuer' has the meaning 
provided by section 733(b)(2). 

(U) Written or in Writing. 
(i) In General. A request or decision shall 

be deemed to be 'written' or ' in writing' if 
the request or decision is presented in a gen
erally recognized printable or electronic for
mat. 
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(11) Medical Appropriateness or Experi

mental Treatment Determinations. In the 
case of a request for advance determination 
of coverage, a request for expedited advance 
determination of coverage, a request for re
quired determination of medical necessity, 
or a request for expedited required deter
mination of medical necessity, if the deci
sion is conveyed to the provider of medical 
care or to the participant or beneficiary by 
means of telephonic or other electronic com
munications, that decision w111 be treated as 
a written decision. 

Subsection (b). Civil Penalties. Section 
502(c) of ERISA (29 U.S.C. 1132(c)) is amended 
to insert a new paragraph (6): 

(6)(A). If a benefit under a group health 
plan is not timely provided to a participant 
or beneficiary pursuant to a plan's final deci
sion, which did not follow the terms of the 
plan or Title I and the final decision under 
the plan is contrary to the recommendation 
made under the external review, then any 
person acting in the capacity of a fiduciary 
who takes an action (or fails to take an ac
tion) in violation of the plan or title I may, 
in the court's discretion, be liable to the ag
grieved participant or beneficiary for a civil 
penalty in the amount of up to $500 a day (or 
up to $1,000 in the case of a bad faith viola
tion) from the date on which the rec
ommendation was made to the plan until the 
date the failure to provide benefits is cor
rected, up to a total amount not to exceed 
$250,000. 

(6)(B). If a person acting in the capacity of 
a fiduciary took or failed to take action that 
resulted in an adverse coverage decision vio
lating the terms of the plan or Title I, upon 
a court finding in favor of the plaJntiff, if 
this occurred in connection with the action 
described in (A) or under section (b)(4), then 
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leged action or failure to act, and to pay to 
the plaintiff a reasonable attorney's fee and 
other reasonable costs relating to the pros
ecution of the action on the charges on 
which the plaintiff prevails. 

(6)(C). (i) The Secretary may assess a civil 
penalty against a person acting in the capac
ity of a fiduciary of one or more group 
health plans for any pattern or practice of 
repeated adverse coverage decisions that vio
lates the terms of the plan(s) or Title I. A 
penalty must be paid upon proof by clear and 
convincing evidence of such pattern or prac
tice. 

(11) A penalty shall be in an amount not to 
exceed the lesser of 5 percent of the aggre
gate value of benefits shown by the Sec
retary to have not been provided or unlaw
fully delayed, or $100,000. 

(iii) Any person acting in the capacity of a 
fiduciary of a group health plan(s) who has 
engaged in any such pattern or practice, 
upon the petition of the Secretary, may be 
removed by the court from that position and 
from any other involvement, and may be pre
cluded from returning to any such position 
or involvement for a period determined by 
the court. 

Subsection (c). Expedited Court Review. 
Section 502 of ERISA (29 U.S.C. 1132) is 
amended by adding the following new para
graph (b)(4): 

(4) In a case in which it is demonstrated to 
the court by means of a certification by an 
appropriate physician that exhaustion of ad
ministrative remedies is not reasonably at
tainable under the facts and circumstances 
without undue risk of irreparable harm to 
the health of a participant or beneficiary, a 
civil action may be brought by the partici-
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pant or beneficiary to obtain appropriate eq
uitable relief. 

Subsection (d). Standard of Review Unaf
fected. The standard of review under section 
502 ERISA shall continue on and after the 
date of the enactment to be the standard of 
review applicable immediately prior to en
actment. 

Subsection (e). Concurrent Jurisdiction. 
State courts have concurrent jurisdiction in 
actions arising under new sections 502(b)(4) 
and (a)(l)(A) for relief under subsection 
(C)(6). 

Section 1202. Effective Date. 
Subsection (a). In General. The amend

ments made by this subtitle shall apply to 
grievances arising in plan years beginning on 
or after January 1 of the second calendar 
year following the date of the enactment of 
this Act. 

Subsection (b). Limitation on Enforcement 
Actions. No enforcement action shall be 
taken against a group health plan or health 
insurance issuer before the date that final 
regulations are issued, if the plan or issuer 
has sought to comply in good faith with such 
requirement. 

Subsection (c). Collective Bargaining 
Agreements. Any amendments made to a 
plan solely to conform to requirements 
added by this subtitle shall not be treated as 
a termination of a collective bargaining 
agreement. 

Nothing in the amendments made by this 
Subtitle C shall be construed to affect 
whether or the extent to which the provi
sions of Title I of the Employee Retirement 
Income Security Act of 1974 supersede State 
laws. It is intended that the addition of more 
explicit internal review and external review 
provisions under section 503 of ERISA and 
the additional remedies under 502 of ERISA 
not expand or contract existing law as to 
whether or the extent to which ERISA super
sedes state law. The ERISA section 514 
clause has not been changed in this connec
tion and, therefore, whether ERISA does or 
does not preempt any particular state stat
ute is left unchanged. Accordingly, this sec
tion is not intended to affect the outcome of 
any matters pending in court as to the ex
tent or scope of such ERISA preemption of 
state laws. 

Subtitle D-Affordable Health Coverage for 
Employees of Small Businesses 

Section 1301. This Subtitle may be cited as 
the " Small Business Affordable Health Cov
erage Act of 1998" . 

Section 1302. Rules Governing Association 
Health Plans 

Subsection (a). Rules governing regulation 
of association health plans This subsection 
adds a new Part 8 (Rules Governing Regula
tion of Association Health Plans) to Title I 
of ERISA, as follows: 

Section 801. Association Health Plans. The 
term " association health plan" . means a 
"group health plan" (which is defined in 
ERISA as added by the Health Insurance 
Portability and Accountability Act or 
HIP AA; under HIP AA such group health 
plans are subject to all of the portability, 
preexisting con di ti on, nondiscrimination, 
special enrollment, renewability and other 
provisions of ERISA Part 7)-

(1) under which at least one option of fully
insured " health insurance coverage" offered 
by a health insurance issuer is made avail
able to plan participants and beneficiaries, 
and 

(2) whose sponsor of the plan meets the fol
lowing conditions: 

The sponsor of an Association Health Plan 
(ARP) must be organized and maintained in 
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good faith, with a constitution and bylaws 
specifically stating its purpose and providing 
for at least annual meetings, as a trade asso
ciation, an industry association (including a 
rural electric or rural telephone coopera
tive), a professional association, or a cham
ber of commerce (or similar business associa
tion, including a similar organization that 
operates on a cooperative basis within the 
meaning of section 1381 of the IRC), for sub
stantial purposes other than that of obtain
ing or providing medical care. Also, the ap
plicant must demonstrate that the sponsor is 
established as a permanent entity, has the 
active support of its members, and collects 
dues from its members without conditioning 
such on the basis of the health status or 
claims experience of plan participants or 
beneficiaries or on the basis of the member's 
participation in a group health plan. 

In addition to the associations described 
above, certain other entities are eligible to 
seek certification as AHPs. These include 
franchise networks and multiemployer 
plans. Section 812 also makes eligible certain 
church plans voluntarily electing. to come 
under the fiduciary, reporting, and actuarial 
standards contained in the subsection. 

Section 802. Certification of Association 
Health Plans. This section establishes a pro
cedure for the certification of Association 
Health Plans by the applicable authority (a 
state authority or, if a state does not elect 
to become the applicable authority, the Sec
retary). The applicable authority shall grant 
certification only if such certification is ad
ministratively feasible, not adverse to the 
interests of the individuals covered under it, 
and protective of the rights and benefits of 
the individuals covered under the plan. In es
sence, this procedure has the same effect as 
requiring the provision in ERISA section 
514(b)(6)(B) under current law to be imple
mented so as to enable association health 
plans to operate. A "class certification" pro
cedure is established to speed the approval of 
plans which offer only fully-insured health 
insurance coverage. An ARP that is certified 
must also meet the applicable requirements 
of Part 8 as described below. 

Section 803. Requirements Relating to 
Sponsors and Boards of Trustees. This sec
tion establishes additional eligibility re
quirements for AHPs. Applicants must dem
onstrate that the arrangement's sponsor has 
been in existence for a continuous period of 
at least 3 years for substantial purposes 
other than providing coverage under a group 
health plan. 

Subsection (b) also requires that the plan 
be operated, pursuant to a trust agreement, 
by a "board of trustees" which has complete 
fiscal control and which is responsible for all 
operations of the plan. The board of trustees 
must develop rules of operation and financial 
control based on a three-year plan of oper
ation which is adequate to carry out the 
terms of the plan and to meet all applicable 
requirements of the certification and Title I 
of ERISA. The board of trustees must consist 
of individuals who are owners, officers, direc
tors or employees of the employers who par
ticipate in the plan. 

Section 804. Participation and Coverage 
Requirements. This section prohibits dis
crimination against eligible employers and 
employees by requiring that all employers 
who are association members be eligible for 
participation under the terms of the plan, 
that benefit options be actively marketed to 
all eligible members, and that eligible indi
viduals of such participating employers not 
be excluded from enrolling in the plan be
cause of health status. The legislation will 
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not affect the individual health insurance 
market adversely inasmuch as the bill re
quires that no participating employer may 
exclude an employee from enrollment under 
an AHP by purchasing an individual policy 
of health insurance coverage for such person 
based on their health status. 

Section 805. Other Requirements Relating 
to Plan Documents, Contribution Rates, and 
Benefit Options. This section requires an as
sociation health plan to meet the following 
requirements: (1) its governing instruments 
must provide that the board of trustees 
serves as the named fiduciary and plan ad
ministrator, that the sponsor serves as plan 
sponsor, and that the reserve requirements 
of section 806 are met; (2) the contribution 
rates for any particular small employer must 
be nondiscriminatory- they cannot be based 
on the claims experience of the particular 
employer or on the type of business or indus
try in which the employer is engaged (any 
variation in a state must be limited to that 
permitted under state small group rating 
laws), (3) the plan has at least 1,000 partici
pants and beneficiaries if the plan does not 
consist solely of fully-insured health insur
ance coverage, and (4) the plan meets such 
other requirements as may be set forth in 
regulations. 

The rules also stipulate that association 
health plans must be ·allowed to design ben
efit options. Specifically, no provision of 
state law shall preclude an AHP or health in
surance issuer from exercising its discretion 
in designing the items and services of med
ical care to be included as health insurance 
coverage under the plan, except to the extent 
that such law (1) prohibits the exclusion of a 
specific disease from such coverage, or (2) is 
not preempted under section 731(a)(l) with 
respect to the matters governed by section 
711 (relating to maternal and newborn hos
pitalization) and section 712 (relating to 
mental health coverage). 

In addition, no provision of law shall be 
construed to preclude an AHP or health in
surance issuer from setting contribution 
rates based on the experience under the plan 
to the extent such rates are nondiscrim
inatory as described above. 

Section 806. Maintenance of Reserves and 
Provisions for Solvency for Plans Providing 
Health Benefits in Addition to Health Insur
ance Coverage. This section requires AHPs 
offering benefit options that do not consist 
solely of fully-insured health insurance cov
erage to establish and maintain reserves suf
ficient for unearned contributions, benefit li
abilities incurred but not yet satisfied and 
for which risk of loss has not been trans
ferred, expected administrative costs, any 
other obligations and a margin for error rec
ommended by the plan's qualified actuary. In 
addition, each plan must secure coverage 
from a state licensed insurer consisting of (1) 
aggregate stop-loss insurance with an at
tachment point not greater than 125% of ex
pected gross claims, (2) specific stop-loss in
surance with an attachment point, as rec
ommended by the plan's qualified actuary, 
up to $200,000, and (3) to prevent insolvency, 
indemnification insurance for any claims 
which a plan is unable to satisfy by reason of 
a mandatory termination described under 
section 809(b). The plan must maintain min
imum surplus in the amount of $2,000,000 re
duced to not less than $500,000 based on the 
level of the stop-loss coverage maintained by 
the plan. The applicable authority may pro
vide additional requirements relating to re
serves and excess/stop loss insurance. To en
sure that indemnification insurance will be 
available to pay all claims in the event of 
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the termination of a plan, AHPs must make 
annual payments to an AHP fund which 
would guarantee that indemnification insur
ance is always available to pay such claims. 

Section 807. Requirements for Application 
and Related Requirements. This section sets 
forth additional criteria which association 
health plans must meet to qualify for certifi
cation. The applicable authority shall grant 
certification to a plan only if: (1) a complete 
application has been filed, accompanied by 
the filing fee of $5,000; and (2) all other terms 
of the certification are met (including finan
cial, actuarial, reporting, participation, and 
such other requirements as may be specified 
as a condition of the certification). 

The application must include the fol
lowing: (1) identifying information about the 
arrangement and the states in which it will 
operate; (2) evidence that the bonding re
quirements will be met; (3) copies of all plan 
documents and agreements with service pro
viders; (4) a funding report indicating that 
the reserve requirements of 806 will be met, 
that contribution rates will be adequate to 
cover obligations, and that a qualified actu
ary (a member in good standing of the Amer
ican Academy of Actuaries or an actuary 
meeting such other standards the applicable 
authority considers adequate) has issued an 
opinion with respect to the arrangement's 
assets, liabilities, and projected costs; and (5) 
any other information prescribed by the ap
plicable authority. Certified association 
health plans must notify the applicable au
thority of any material changes in this infor
mation at any time, must file annual reports 
with the applicable authority, and must en
gage a qualified actuary. 

Section 808. Notice Requirements for Vol
untary Termination. This section requires 
that, except as provided in section 809, an 
AHP may terminate only if the board of 
trustees provides 60 days advance written no
tice to participants and beneficiaries and 
submits to the applicable authority a pian 
providing for timely payment of all benefit 
obligations. 

Section 809. Corrective Actions and Manda
tory Termination. This section requires an 
AHP which offers benefit options which are 
not fully-insured to continue to meet the re
serve requirements under section 806 even if 
its exemption is no longer in effect. The 
board of trustees of such an AHP must quar
terly determine whether the reserve require
ments of section 806 are being met and, if 
they are not, must, in consultation with the 
qualified actuary, develop a plan to ensure 
compliance and report such information to 
the applicable authority. In any case where 
an AHP notifies the applicable authority 
that it has failed to meet the reserve re
quirements and corrective action has not re
stored compliance, and the applicable au
thority determines that there is a reasonable 
expectation that the plan will continue to 
fail to meet the requirements applicable to 
such AHPs, the applicable authority may di
rect the board to terminate the arrange
ment. 

Section 810. Trusteeship of Insolvent Asso
ciation Health Plans Providing Health Bene
fits in Addition to Health Insurance Cov
erage. Whenever an association health plan 
is unable to provide benefits when due or is 
otherwise in a financially hazardous condi
tion, the Secretary is to give notice to the 
plan and participants and apply to the appro
priate court to act as a trustee to administer 
the plan for the duration of the insolvency. 

Section 811. State Assessment Authority. 
A state may impose a nondiscriminatory tax 
on an association health plan described in 
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section 806(a)(2), with respect to operations 
in the state commenced after the date of the 
enactment, if the rate does not exceed the 
rate of similar premium or contribution 
taxes on health maintenance organizations 
and other insurers. 

Section 812. Special Rules for Church 
Plans. This section permits church plans 
providing medical care to voluntarily elect 
to apply to the Department of Labor forcer
tification. In order to receive an exemption 
from state insurance law, an electing church 
plan would be subject to the requirements of 
section 810 providing for compliance with fi
duciary standards (exclusive purpose and 
prudence rules); claims procedures; annual 
certification by a qualified actuary that the 
plan maintains reserves, capital, insurance 
or other financial arrangements adequate to 
enable the plan to meet all of its financial 
obligations on a timely basis; and annual 
statements certifying plan compliance with 
the above. 

Section 813. Definitions and Rule of Con
struction. This section defines the following 
terms: group health plan, medical care, 
health insurance coverage, health insurance 
issuer, health status-related factor, indi
vidual market, participating employer, 
qualified actuary and applicable state au
thority. The terms are consistent with those 
added to ERISA by the Health Insurance 
Portab111ty and Accountability Act. In addi
tion, the terms "employer" and "employee" 
include self-employed individuals and part
ners for purposes of the application of Part 8 
and the provisions of Title I as applicable to 
association health plans. 

Subsection (b). Conforming Amendments. 
This subsection contains (1) conforming 
changes to the definition of "plan sponsor" 
to include the sponsor of an AHP; (2) con
forming changes to the Title I exception for 
church plans electing association health plan 
status; and (3) as described below, con
forming changes to the section 514 preemp
tion rules to reflect the policy changes under 
Part 8 with respect to association health 
plans. First, paragraph (6) of section 514(b) is 
made inapplicable with respect to any state 
law in the case of a certified AHP. Secondly, 
a new subsection 514(d) (current subsection 
(d) is redesignated as (e)) clarifies the ability 
of health insurance issuers to offer health in
surance coverage under AHPs and clarifies 
the ab111ty of any health insurance issuer to 
offer health insurance coverage of the same 
policy type as offered in connection with a 
particular AHP to eligible employers, re
gardless of whether such employers choose 
or do not choose to become members of the 
particular association. Health insurance cov
erage policy forms filed and approved in a 
particular state in connection with an insur
er's offering under an association health plan 
are deemed to be approved in any other state 
in which such coverage is offered when the 
insurer provides a complete filing in the 
same form and manner to the authority in 
the other state. Also, this section removes 
the current restriction on state regulation of 
self-insured multiple employer welfare ar
rangements providing medical care (which 
do not elect to meet the certification r,e
quirements for AHPs) under section 
514(b)(6)(A)(11) by eliminating the require
ment that such state laws otherwise " be con
sistent with the provisions of ERISA Title 
I. " Other than as described above, the pre
emptive provisions of section 514 continue to 
apply as under current law, including their 
application with respect to self-insured plans 
and direct contracting with providers under 
such plans. 
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Section 1303. Clarification of Treatment of 

Single Employer Arrangements. This section 
clarifies the treatment of certain single em
ployer arrangements under the section of 
ERISA that defines a multiple employer wel
fare arrangement (section 3(40)). The treat
ment of a single employer plan as being ex
cluded from the definition of such an ar
rangement is clarified by defining the min
imum interest required for two or more enti
ties to be in " common control" as a percent
age which cannot be required to be greater 
than 25%. Also a plan would be considered a 
single employer plan if less than 25% of the 
covered employees are employed by other 
participating employers. 

Section 1304. Clarification of Treatment of 
Certain Collectively Bargained Arrange
ments. This section clarifies the conditions 
under which multiemployer and other collec
tively-bargained arrangements are exempted 
from the definition of a multiple employer 
welfare arrangement, and thus exempt from 
state law. This is intended to address the 
problem of "bogus unions" and other illegit
imate health insurance operators. The provi
sion amends the definition of such an ar
rangement to exclude a plan or arrangement 
which is established or maintained under or 
pursuant to a collective bargaining arrange
ment (as described in the National Labor Re
lations Act, the Railway Labor Act, and 
similar state public employee relations 
laws). (Current law requires the Secretary to 
"find" that a collective bargaining agree
ment exists, but no such finding has ever 
been issued). It then specifies additional con
ditions which must be met for such a plan to 
be a statutorily excluded collectively bar
gained arrangement and thus not a multiple 
employer welfare arrangement. These in
clude: 

(1) The plan cannot utilize the services of 
any licensed insurance agent or broker to so
licit or enroll employers or pay a commis
sion or other form of compensation to cer
tain persons that is related to the volume or 
number of employers or individuals solicited 
or enrolled in the plan. 

(2) A maximum 15 percent rule applies to 
the number of covered individuals in the 
plan who are not employees (or their bene
ficiaries) within a bargaining unit covered 
by any of the collective bargaining agree
ments with a participating employer or who 
are not present or former employees (or their 
beneficiaries) of sponsoring employee organi
zations or employers who are or were a party 
to any of the collective bargaining agree
ments. 

(3) The employee organization or other en
tity sponsoring the plan or arrangement 
must certify annually to the Secretary the 
plan has met the previous requirements. 

(4) If the plan or arrangement is not fully 
insured, it must be a multiemployer plan 
meeting specific requirements of the Labor 
Management Relations Act (i.e., the require
ment for joint labor-management trustee
ship under section 302(c)(5)(B)). 

(5) If the plan or arrangement is not in ef
fect as of the date of enactment, the em
ployee organization or other entity spon
soring the plan or arrangement must have 
existed for at least 3 years or have been af
filiated with another employee organization 
in existence for at least 3 years, or dem
onstrate to the Secretary that certain of the 
above requirements have been met. 

Section 1305. Enforcement Provisions Re
lating to Association Health Plans. This sec
tion amends ERISA to establish enforcement 
provisions relating to association health 
plans and multiple employer welfare ar-
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rangements: (1) willful misrepresentation 
that an entity is an exempted AHP. or collec
tively-bargained arrangement may result in 
criminal penalties; (2) the section provides 
for cease activity orders for arrangements 
found to be neither licensed, registered, or 
otherwise approved under State insurance 
law, or operating in accordance with the 
terms of a certification granted by the appli
cable authority under part 8; and (3) the sec
tion provides for the responsibility of the 
named fiduciary or board of trustees of an 
AHP to comply with the required claims pro
cedure under ERISA. 

Section 1306. Cooperation between Federal 
and State Authorities. This section amends 
section 506 of ERISA (relating to coordina
tion and responsibility of agencies enforcing 
ERISA and related laws) to specify State re
sponsib111ty with respect to Association 
Health Plans. In general, a state would be 
the applicable authority under Part 8 to the 
extent the state enters into an agreement 
with the Secretary for delegation to the 
state of some or all of the authority under 
Title I to certify AHPs and to enforce the 
provisions applicable to certified AHPs. The 
Secretary would be the applicable authority 
if a state did not assume such authority. 

Section 1307. Effective Date; Transitional 
Rules. In general, the amendments made by 
the Act are effective January 1, 2000. Sec
tions 3 and 4 are effective upon date of enact
ment. The provisions of section 801(a)(2) re
lating to health insurance coverage do not 
apply to group health plans existing on April 
1, 1997 if they do not provide fully-insured 
health insurance coverage, but later qualify 
for certification. In certain cases existing 
state licensed plans would be eligible to be
come certified. 

Pilot Program for Self-Insured Association 
Health Plans. During a 5-year pilot program 
period, association health plans may offer 
self-insured benefit options only if they con
sist of the following: (A) plans which offer 
such coverage on the date of enactment, (B) 
the sponsor of the plan does not restrict 
membership to one or more trades and busi
nesses or industries and whose eligible par
ticipating employers represent a broad cross
section of trades and businesses or indus
tries, or (C) plans whose eligible partici
pating employers represent one or more 
trades, businesses, industries, which have 
been indicated as having average or above
average health insurance risk or health 
claims experience by reason of State rate fil
ings, denials of coverage, proposed premium 
rate levels, and other demonstrated means, 
including (but not limited to) the following: 
agriculture; automobile dealerships; bar
bering and cosmetology; child care; con
struction; dance, theatrical, and orchestra 
productions; disinfecting and pest control; 
eating and drinking establishments; fishing; 
hospitals; labor organizations; logging; man
ufacturing (metals); mining; medical and 
dental practices; medical laboratories; sani
tary services; transportation (local and 
freight); and warehousing. 
TITLE II-AMENDMENTS TO THE PUBLIC 

HEALTH SERVICE ACT 
Subtitle A-Patient Protections and Point of 

Service Coverage Requirements. 
Section 2001. Patient access to unrestricted 

medical advice, emergency medical care, ob
stetric and gynecological care, and pediatric 
care. 

Subsection (a). In General. This section 
amends subpart 2 of part A of title XXVII of 
the Public Health Service Act by adding a 
new Section 2706, which follows. 

Section 2706. Patient Access to Unre
stricted Medical Advice, Emergency Medical 
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Care, Obstetric And Gynecological Care, Pe
diatric Care. 

Subsection (a). Patient Access to Unre
stricted Medical Advice. This subsection 
states that a group health plan or health in
surance issuer may not prohibit or restrict 
health care professionals under contract 
from advising participants or beneficiaries 
about their health status or treatment, even 
if benefits for such care or treatment are not 
covered by the plan or health insurance. 
Health care professional is defined as a phy
sician (section 186l(r) of the Social Security 
Act) or other health care professional whose 
services are provided under the group health 
plan. This includes a podiatrist, optometrist, 
chiropractor, psychologist, dentist, physi
cian assistant, physical or occupational ther
apist and therapy ass is tan t, speech language 
pathologist, audiologist, registered or li
censed practical nurse (including nurse prac
titioner, clinical nurse specialist, certified 
registered nurse anesthetist, and certified 
nurse midwife), licensed certified social 
worker, registered respiratory therapist, and 
certified respiratory therapy technician. 

Subsection (b). Patient Access to Emer
gency Medical Care. This subsection pro
hibits group health plans or health insurance 
issuers from requiring beneficiaries to get 
preauthorization before seeking emergency 
medical services and requires them to cover 
emergency medical screening examinations 
obtained at any emergency medical care fa
cility, whether in or outside a plan's net
work of affiliated providers, if a prudent 
layperson with an average knowledge of 
health and medicine would judge the exam
ination necessary in order to determine 
whether emergency medical care is needed. 
The plan or issuer must provide additional 
emergency medical services to the extent a 
prudent emergency medical professional de
termines necessary to avoid the con
sequences described in section 503(b)(8)(1) of 
ERISA as amended by this Act. These re
quirements apply to the extent the group 
health plan or health insurance issuer covers 
emergency medical care benefits (as defined 
in section 503(b)(8)(1) of ERISA as amended 
by this Act), except for items or services spe
cifically excluded; and to items or services 
within the capability of the emergency facil
ity, including routinely available ancillary 
services. This subsection does not prevent a 
group health plan or issuer from imposing 
any form of cost-sharing for emergency med
ical services so long as the cost-sharing is 
uniformly applied. 

Subsection (c). Patient Access to Obstetric 
and Gynecological Care. If the group health 
plan or heal th insurance issuer covers rou
tine gynecological or obstetric care by a par
ticipating physician specializing in such 
care, and the participant's designated pri
mary care provider is not such a specialist, 
authorization or referral by a primary care 
provider must not be required for routine 
gynecological or obstetric care. Ordering of 
other similar routine gynecological or ob
stetric care by such a participating spe
cialist is treated as authorized by the pri
mary care provider. Plan requirements relat
ing to medical necessity or appropriateness 
for obstetric and gynecological care will be 
allowed. 

Subsection (d). Patient Access to Pediatric 
Care. This subsection states that if the group 
health plan or health insurance issuer covers 
routine pediatric care, and requires the des
ignation of a primary care provider, the par
ent or guardian of any plan beneficiary 
under 18 years of age may designate a par
ticipating physician who specializes in pedi-
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atrics, if available, as the primary care pro
vider. Plan requirements relating to medical 
necessity or appropriateness for pediatric 
care will be allowed. 

Subsection (e). Treatment of Multiple Cov
erage Options. This subsection requires plans 
that have two or more coverage options to 
provide patient access to obstetric and gyne
cological care and pediatric care as defined 
in subsections (c) and (d) under each option. 

Subsection (b). Effective Date and Related 
Rules. 

In General. This subsection states that the 
amendments made by Subtitle A will apply 
with respect to plan years beginning on or 
after January 1 of the second calendar year 
following the date of the enactment of the 
Act. The Secretary is also required to issue 
all necessary regulations before the effective 
date. 

Limitation on Enforcement Actions. If the 
group health plan or health insurance issuer 
has sought to comply in good faith with the 
amendments of Subtitle A, no enforcement 
action shall be taken against a plan or issuer 
for violating a requirement imposed by the 
amendments before implementing regula
tions are issued. 

Special Rule for Collective Bargaining 
Agreements. If a group health plan is main
tained pursuant to one or more collective 
bargaining agreements ratified before the 
date of enactment of this Act, the provisions 
relating to patient access (subsections (b), 
(c), and (d)of section 713 of ERISA as added 
by this subtitle) will not apply before the 
date of termination of the last collective 
bargaining agreement relating to the plan, 
or January 1, 2001, which ever is later. Any 
amendment in the plan made solely to con
form to requirements of this subtitle must 
not be treated as a termination of the collec
tive bargaining agreement. 

Application to group health plans and 
health insurance issuers. As under current 
law, the application of Subpart 2, as amend
ed by this section, applies with respect to 
group health plans that are nonfederal gov
ernmental plans and with respect to health 
insurance coverage offered by health insur
ance issuers in connection with all group 
health plans (private and governmental). 

Section 2002 . . Requiring Health Mainte
nance Organizations to Offer Option of 
Point-of-Service Coverage. 

Subsection (a). In General. This section 
amends Title XXVII of the Public Health 
Service Act by inserting after section 2713 
the following new section: 

Section 2714. Requiring Offering of Option 
of Point-of-Service Coverage. 

Subsection (a). Requirement to Offer Cov
erage Option to Certain Employers. Except 
as provided in subsection (c), any health in
surance issuer which (1) is a health mainte
nance organization (as defined in section 
2791(b)(3)), and (2) which provides for cov
erage of services of one or more classes of 
health care professionals which are furnished 
exclusively through closed panels of health 
care professionals, shall make available to 
the plan sponsor in connection with such 
plan, a coverage option which provides for 
coverage of such services which are furnished 
through such class (or classes) of health care 
professionals regardless of whether or not 
the professionals are members of such panel. 

Subsection (b). Requirement to Offer Sup
plemental Coverage to Participants in Cer
tain Cases. If a health insurance issuer 
makes available a coverage option under and 
described in subsection (a) to a plan sponsor 
of a group health plan and the sponsor de
clines to contract for such coverage option, 
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then the issuer must make available in the 
individual insurance market to each partici
pant in the group health plan optional sepa
rate supplemental health insurance coverage 
in the individual health insurance market 
which consists of services identical to those 
provided under such coverage provided 
through the closed panel under the group 
health plan but are furnished exclusively by 
health care professionals who are not mem
bers of such a closed panel. Exceptions are 
provided in subsection (c). 

Subsection (c). Exceptions. 
(1) Offering of non-panel option. Sub

sections (a) and (b) shall not apply with re
spect to a group heal th plan if the plan offers 
a coverage option that provides coverage for 
services that may be furnished by a class or 
classes of health care professionals who are 
not in a closed panel. This paragraph shall be 
applied separately to distinguishable groups 
of employees under the plan. 

(2) Availability of coverage through a 
HealthMart. Subsections (a) and (b) shall not 
apply to a group health plan if the health in
surance coverage under the plan is made 
available through a HealthMart (as defined 
in section 2801) and if any health insurance 
coverage made available through the 
HealthMart provides for coverage of the 
services of any class of health care profes
sionals other than through a closed panel of 
professionals. 

(3)Relicensure exemption.-Su bsections (a) 
and (b) shall not apply to a health mainte
nance organization in a State in any case in 
which-

(A) the organization demonstrates to the 
applicable authority that the organization 
has made a good faith effort to obtain (but 
has failed to obtain) a contract between the 
organization and any other health insurance 
issuer providing for the coverage option or 
supplemental coverage described in sub
section (a) or (b), as the case may be, within 
the applicable service area of the organiza
tion, and 

(B) the State requires the organization to 
receive or qualify for a separate license, as 
an indemnity insurer or otherwise, in order 
to offer such coverage option or supple
mental coverage, respectively. 

The applicable authority may require that 
the organization demonstrate that it meets 
the requirements of the previous sentence no 
more frequently that once every two years. 

(4) Increased costs.-Subsections (a) and (b) 
shall not apply to a health maintenance or
ganization if the organization demonstrates 
to the applicable authority, in accordance 
with generally accepted actuarial practice, 
that, on either a prospective or retroactive 
basis, the premium for the coverage option 
or supplemental coverage required to be 
made available under such respective sub
section exceeds by more than 1 percent the 
premium for the coverage consisting of serv
ices which are furnished through a closed 
panel of health care professionals in the 
class or classes involved. The applicable au
thority may require that the organization 
demonstrate such an increase no more fre
quently that once every two years. This 
paragraph shall be applied on an average per 
enrollee or similar basis. 

(5)Collective bargaining agreements.-Sub
sections (a) and (b) shall not apply in connec
tion with a group health plan if the plan is 
established or maintained pursuant to one or 
more collective bargaining agreements. 

Subsection (d). Definitions. For purposes of 
this section, the following definitions apply: 

Coverage through closed panel. Health in
surance coverage for a class of health care 
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professionals shall be treated as provided 
through a closed panel of such professionals 
only if such coverage consists of coverage of 
items or services consisting of professionals 
services which are reimbursed for or pro
vided only within a limited network of such 
professionals. 

Health care professional. The term 'health 
care professional ' has the meaning given 
such term in section 2706(a)(2). 

Subsection (b). Effective Date. This sub
section states that the amendment made by 
subsection (a) applies to coverage offered on 
or after January 1 of the second calendar 
year following the date of enactment of this 
Act. 

Subtitle B-Patient Access to Information 
Section 2101. Patient Access to Informa

tion Regarding Plan Coverage, Managed Care 
Procedures, Health Care Providers, And 
Quality of Medical Care. 

Subsection (a). In General. This subsection 
amends subpart 2 of part A of title XX.VII of 
the Public Health Service Act (as amended 
by subtitle A of this title) by adding the fol
lowing new Section 2707. 

Section 2707. Patient Access to Informa
tion Regarding Plan Coverage, Managed Care 
Procedures, Health Care Providers, and Qual
ity of Medical Care. 

Subsection (a). Disclosure Requirement. 
This subsection requires the administrator 
of each group health plan to ensure that the 
summary plan descriptions required under 
ERISA section 102 contain the information 
described in subsections (b),(c),(d), and 
(e)(2)(A). Each health insurance issuer con
nected with a group health plan is also re
quired to provide the necessary information 
to the administrator or to plan participants 
and beneficiaries on a timely basis. 

Subsection (b). Plan Benefits. The informa
tion required under subsection (a) includes a 
description of : (A) covered benefits cat
egorized by the types of i terns and services 
and the types of heal th care professionals 
providing the items and services; (B) plan 
coverage for emergency medical care, the ex
tent of access to urgent care centers, and 
definitions of terminology referring to emer
gency medical care; (C) plan benefits for pre
ventive services; (D) any use or application 
of a drug formulary, including a summary of 
the process for determining the formulary; 
(E) and COBRA benefits available under the 
plan.Information must also be provided on 
any limitations, exclusions, or restrictions 
on covered benefits, including: (A) benefits 
specifically excluded from coverage, cat
egorized by types of items and services; (B) 
whether coverage for medical care can be 
limited or excluded based on utilization re
view or preauthorization requirements; (C) 
any lifetime, annual, or other period limita
tions on coverage, categorized by types of 
benefits; (D) any limitations or exclusions 
for custodial care; (E) experimental treat
ment or technology; or (F) failure to meet 
the plan's requirements for medical appro
priateness or necessity; (G) coverage of sec
ond or subsequent opinions; (H) whether re
ferral from a primary care provider is re
quired for specialty care; (I) if continuity of 
care may be affected by the departure by the 
health care professional from a defined set of 
providers; restrictions on coverage of emer
gency services; and (J ) any financial respon
sibility of participants or beneficiaries for 
emergency services. 

Subsection (c). Participant's Financial Re
sponsibilities. The summary plan description 
must also explain the participant's financial 
responsibility for payment of premiums, co
insurance, copayments, deductibles, and 
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whether this may vary 1f the health care pro
vider is not one of a defined set of providers. 

Subsection (d). Dispute Resolution Proce
dures. The summary plan description must 
describe the process for dispute resolution 
adopted by the plan pursuant to section 
503(b) of ERISA as amended by this Act. This 
must explain the procedures and time frames 
for coverage decisions and internal and ex
ternal review. 

Subsection (e). Information Available on 
Request. Upon written request, a group 
health plan or health insurance issuer offer
ing coverage in connection with a group 
health plan must provide access to plan ben
efit information in electronic form. This in
formation, in electronic format, must in
clude, in addition to information required by 
section 104(b)(4) of ERISA, the latest sum
mary plan description, summary of material 
modifications, and the actual plan provisions 
with available benefits. This is required no 
more than once a year, and a reasonable 
charge is permitted which may be subject to 
a maximum amount set by the Secretary. 
Requirements may also be met by making 
the information generally available on the 
Internet or on a proprietary computer net
work in a format which is readily accessible 
to participants and beneficiaries. A summary 
description of the types of information avail
able on request must be included in the sum
mary plan description made available to par
ticipants and beneficiaries. 

In addition to information described above, 
a group or health plan issuer must provide to 
participants or beneficiaries upon request in
formation on: (i) any network characteris
tics with detailed lists of primary care pro
viders and specialists and their geographic 
locations; (ii) any special disease manage
ment programs or programs for persons with 
disabilities, whether these programs are vol
untary and if benefits would differ signifi
cantly for participants in care management; 
(iii) whether a specific drug or biological is 
included in the plan's formulary and proce
dures for waiver requests; (iv) the procedures 
and medically-based criteria used in an ad
verse coverage decision 1f the determination 
relates to medical necessity, an experi
mental treatment or technology; (v) the 
basis on which any preauthorization and uti
lization review requirement has resulted in 
an adverse coverage decision; (vi) the accred
itation and licensing status (if any) of each 
health insurance issuer offering health insur
ance coverage in connection with the plan 
and of any utilization review organization 
utilized by the issuer or the plan, together 
with the name and address of the accrediting 
or licensing authority; (vii) the latest infor
mation on enrollee satisfaction maintained 
by the plan or health insurance issuer; (v111) 
the latest information on quality perform
ance maintained by the plan or health insur
ance issuer; and (ix) information about the 
frequency and outcome of external review 
decisions requested by enrollees of the plan 
or health insurance issuer. 

Upon request, any health care professional 
treating a participant or beneficiary under a 
group health plan must provide to the par
ticipant or beneficiary a description of his or 
her professional qualifications, privileges, 
experience and general description of the 
method of compensation for medical care ac
cording to categories that may be specified 
by the Secretary. 

In addition, upon request, any health care 
facility from which a participant or bene
ficiary has sought treatment under a group 
health plan must provide to the participant 
or beneficiary a description of the facility 's 
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corporate form or other organizational form 
and all forms of licensing and accreditation 
status, if any, with standard-setting organi
zations. 

Subsection (f). Access to Information Rel
evant to the Coverage Options under which 
the Participant or Beneficiary is Eligible to 
Enroll. Upon written request, and in connec
tion with a period of enrollment, the group 
health plan and health insurance issuer must 
make the summary plan description avail
able for any coverage option in which the 
participant or prospective participant is eli
gible to enroll and any information described 
in clauses (i),(11),(111),(vi),(vii), and (viii) of 
subsection (e)(2)(B). 

Subsection (g). Advance Notice of Changes 
in Drug Formularies. This subsection re
quires the plan to inform participants not 
later than 30 days before the effective of date 
of any exclusion of a specific drug or biologi
cal from any drug formulary used by the 
plan in the treatment of a chronic illness or 
disease . 

Section 2102. Effective Date. 
Subsection (a). In General. Amendments 

made by Subtitle B-Patient Access to Infor
mation will apply to plan years beginning on 
or after January 1 of the second calendar 
year following the date of the enactment of 
this Act. The subsection also requires the 
Secretary to issue all necessary regulations 
before that date. As under current law, the 
application of Subpart 2, as amended by this 
section; applies with respect to group health 
plans that are nonfederal governmental 
plans and with respect to health insurance 
coverage offered in connection with all group 
health plans (private and governmental). 

Subsection (b). Limitation on Enforcement 
Actions. If the group health plan or health 
insurance issuer has sought to comply in 
good faith with the amendments of Subtitle 
B, no enforcement actions shall be taken 
against a plan or issuer for violating a re
quirement imposed by the amendments be
fore final regulations are issued. 

Subtitle C-HealthMarts 
Section 2201. Short Title of Subtitle. The 

short title of this subtitle is the " Health 
Care Consumer Empowerment Act of 1998." 

Section 2202. Expansion of Consumer 
Choice through HealthMarts. 

Subsection (a). In General. This section 
amends the Public Health Service Act by 
adding the following new title: 

TITLE XXVIII- HEALTHMARTS 
Section 2801. Definition of HealthMart. 
Subsection (a). In General. This subsection 

defines the "HealthMart" as a legal entity 
that meets several requirements specified in 
the Act. In short, the Heal thMart is an orga
nization that offers health benefits within a 
defined geographic area (or areas), provides 
administrative services to purchasers, and 
disseminates and files information. Require
ments are described below. 

(1) Organization. The HealthMart is a pri
vate, nonprofit organization operated under 
the direction of a board of directors. The 
board is composed of representatives from: 
small employers, employees of small employ
ers, health care providers (which may be 
physicians, other health care professionals, 
health care facilities , or any combination 
thereof), and entities that underwrite or ad
minister health benefits coverage (such as 
insurance companies, health maintenance 
organizations, and licensed provider-spon
sored organizations). There must be at least 
2 board members from each group and there 
must be the same number from each group. 

(2) Offering health benefits coverage. The 
HealthMart, in conjunction with health in
surance issuers that offer health benefits 
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coverage through the HealthMart, must 
make available health benefits coverage at 
rates (including employer's and employee's 
share) that are established by the health in
surance issuer on a policy or product specific 
basis and that may vary only as permissible 
under State law. A HealthMart is deemed to 
be a group health plan for purposes of apply
ing section 702 of the Employee Retirement 
Income Security Act of 1974, section 2702 of 
this Act, and section 9802(b) of the Internal 
Revenue Code of 1986. (These provisions limit 
variation of required premiums for health 
benefits coverage, for similarly situated in
dividuals, on the basis of health status-re
lated factors.) 

Nondiscrimination in coverage offered. The 
HealthMart may not offer health benefits 
coverage to an eligible employee in a geo
graphic area (as specified in (3) below) unless 
the same coverage is offered to all such em
ployees in the same geographic area. Section 
2711(a)(l)(B) of this Act limits denial of en
rollment of certain eligible individuals under 
health benefits coverage in the small group 
market. Nothing in this title shall be con
strued as requiring or permitting a health 
insurance issuer to provide coverage outside 
the service area of the issuer, as approved 
under State law. 

No financial underwriting. The HealthMart 
provides health benefits coverage only 
through contracts with health insurance 
issuers and does not assume insurance risk 
with respect to such coverage. 

Minimum coverage. Requires the 
HealthMart to maintain at least 10 pur
chasers and 100 members by the end of the 
first year of its operation and thereafter. 

(3) Geographic areas. · Requires the 
Heal thMart to specify the geographic area 
(or areas) in which it makes available health 
benefits coverage offered by health insurance 
issuers to small employers. Such an area 
must encompass at least one entire county 
or equivalent area. In the case of a 
HealthMart that serves more than one State, 
such geographic areas may be areas that in
clude portions of two or more contiguous 
States. Allows the establishment and oper
ation of more than one HealthMart in a geo
graphic area. Does not limit the number of 
Heal thMarts that may operate in any area. 

(4) Provision of administrative services to 
purchasers. The HealthMart provides admin
istrative services for purchasers. Such serv
ices may include accounting, billing, enroll
ment information, and employee coverage 
status reports. Nothing in this subsection 
should be construed as preventing a 
HealthMart from serving as an administra
tive service organization to any entity. 

(5) Dissemination of information. Requires 
the HealthMart to collect and disseminate 
(or arrange for the collection and dissemina
tion of) consumer-oriented information on 
the scope, cost, and enrollee satisfaction of 
all coverage options offered through the 
HealthMart to its members and eligible indi
viduals, in a manner defined by the Health 
Mart as appropriate to the type of coverage 
offered. To the extent practicable, this must 
include consumer-oriented information on 
provider performance, locations and hours of 
operation of providers, outcomes, and simi
lar matters. Allows the dissemination of this 
information or other information by the 
Heal thMart or by heal th insurance issuers 
through electronic or other means. 

(6) Filing information. Requires the 
HealthMart to file information that dem
onstrates the HealthMart's compliance with 
the applicable requirements of this title with 
the applicable Federal authority; or in ac-
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cordance with rules established under sec
tion 2803(a), to file with a State such infor
mation as the State may require to dem
onstrate such compliance. 

Subsection (b). Health Benefits Coverage 
Requirements. This subsection specifies con
sumer protection requirements, an alter
native process for approval of health benefits 
coverage in case of discrimination or delay, 
examples of types of coverage, and wellness 
bonuses for health promotion. 

(1) Compliance with consumer protection 
requirements. Requires that any health ben
efits coverage offered through a HealthMart 
must be underwritten by a health insurance 
issuer that is licensed (or otherwise regu
lated) under State law, meets all applicable 
State standards relating to consumer protec
tion (subject to section 2802(a)), and offers 
the coverage under a contract with the 
HealthMart. Subject to the provisions of (2) 
below, health benefit coverage offered 
through HealthMarts must be approved or 
otherwise permitted to be offered under 
State law. Finally, HealthMarts must pro
vide full portability of creditable coverage 
for individuals who remain members of the 
same HealthMart notwithstanding that they 
change the employer through which they are 
members (in accordance with the provisions 
of the parts 6 and 7 of subtitle B of title I of 
the Employee Retirement Income Security 
Act of 1974 and titles XXII and XXVII of this 
Act), so long as both employers are pur
chasers in the HealthMart. 

(2) Alternative process for approval of 
heal th benefits coverage in case of discrimi
nation or delay. The requirement that health 
benefit coverage offered through 
HealthMarts be approved or otherwise per
mitted to be offered under State law does not 
apply to a policy or product of health bene
fits coverage offered in a State if the health 
insurance issuer seeking to offer such policy 
or product files an application to waive such 
requirement with the applicable Federal au
thority, and the authority determines, based 
on the application and other evidence pre
sented to the authority, that: 

-either (or both) of the grounds (described 
next) for approval of the application has 
been met; and 

-the coverage meets the applicable State 
standards (other than those that have been 
preempted under section 2802). 

Grounds. The grounds described above are: 
-the State has failed to complete action 

on the policy or product (or rates for the pol
icy or product) within 90 days of the date of 
the State's receipt of a substantially com
plete application. (No period before the date 
of the enactment of this section shall be in
cluded in determining such 90-day period.) 

-the State has discriminatorily denied an 
application if: 

(1) the standards or review process imposed 
by the State as a condition of approval of the 
policy or product imposes either any mate
rial requirements, procedures, or standards 
to such policy or product that are not gen
erally applicable to other policies and prod
ucts offered or any requirements that are 
preempted under section 2802; or 

(2) the State requires the issuer, as a con
dition of approval of the policy or product, 
to offer any policy or product other than 
such policy or product. 

Enforcement. In the case of a waiver grant
ed to an issuer with respect to a State, the 
Secretary may enter into an agreement with 
the State under which the State agrees to 
provide for monitoring and enforcement ac
tivities with respect to compliance of such 
an issuer and its heal th insurance coverage 
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with the applicable State standards de
scribed above (and in (A)(ii) of subsection 
(b)). Requires that such monitoring and en
forcement be conducted by the State in the 
same manner as the State enforces such 
standards with respect to other health insur
ance issuers and plans, without discrimina
tion based on the type of issuer to which the 
standards apply. Requires that such an 
agreement must specify or establish mecha
nisms by which compliance activities are un
dertaken, while not lengthening the time re
quired to review and process applications for 
waivers. 

(3) Examples of types of coverage. The 
health benefits coverage made available 
through a HealthMart may include, but is 
not limited to, any of the following (if it 
meets the other applicable requirements of 
this title): coverage through a health main
tenance organization, coverage in connec
tion with a preferred provider organization, 
coverage in connection with a licensed pro
vider-sponsored organization, indemnity cov
erage through an insurance company, cov
erage offered in connection with a contribu
tion into a medical savings account or flexi
ble spending account, coverage that includes 
a point-of-service option, coverage offered in 
conjunction with community health centers 
(as defined in section 330B(e) of the PHS Act, 
as amended by this bill) or any combination 
of such types of coverage. 

(4) Wellness bonuses for health promotion. 
Requires that nothing in this title be con
strued as precluding a health insurance 
issuer offering health benefits coverage 
through a HealthMart from establishing pre
mium discounts or rebates for members or 
from modifying otherwise applicable copay
ments or deductibles in return for adherence 
to programs of heal th promotion and disease 
prevention so long as such programs are 
agreed to in advance by the HealthMart and 
comply with all other provisions of this title 
and do not discriminate among similarly sit
uated members. , 

Subsection (c). Purchasers, Membership, 
Health Insurance Issuers. 

(1) Purchasers. Subject to the provisions of 
this title, a HealthMart must permit any 
small employer to contract with the 
HealthMart for the purchase of health bene
fits coverage for its employees and depend
ents of those employees and may not vary 
conditions of eligibility (including premium 
rates and membership fees) of a small em
ployer to be a purchaser. 

Role of Associations, brokers, and licensed 
health insurance agents. Nothing in this sec
tion should be construed as preventing an as
sociation, broker, licensed health insurance 
agent, or other entity from assisting or rep
resenting a HealthMart or small employers 
from entering into appropriate arrangements 
to carry out this title. 

Period of Contract. The HealthMart may 
not require a contract between a HealthMart 
and a purchaser to be effective for a period of 
longer than 12 months. (However, this should 
not be construed as preventing such a con
tract from being extended for additional 12-
month periods or preventing the purchaser 
from voluntarily electing a contract period 
of longer than 12 months.) 

Exclusive nature of contract. Such a con
tract must provide that the purchaser agrees 
not to obtain or sponsor health benefits cov
erage, on behalf of any eligible employees 
(and their dependents), other than through 
the HealthMart. (However, this does not 
apply to an eligible individual who resides in 
an area for which no coverage is offered by 
any health insurance issuer through the 
HealthMart.) 
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(2) Members. Under rules established to 

carry out this title, with respect to a small 
employer that has a purchaser contract with 
a HealthMart, individuals who are employees 
of the employer may enroll for health bene
fits coverage (including coverage for depend
ents of such enrolling employees) offered by 
a health insurance issuer through the 
HealthMart. 

Nondiscrimination in enrollment. A 
HealthMart may not deny enrollment as a 
member to an individual who is an employee 
(or dependent of such an employee) eligible 
to be so enrolled based on health status-re
lated factors, except as may be permitted 
consistent with section 2742(b). 

Annual open enrollment period : Requires 
the HealthMart to provide for an annual 
open enrollment period of 30 days during 
which members may change the coverage op
tion in which they are enrolled. 

Rules of eligibility . The HealthMart may 
establish rules of employee eligibility for en
rollment and reenrollment of members dur
ing the annual open enrollment period (see 
above). Such rules must be applied consist
ently to all purchasers and members within 
the HealthMart and shall not be based in any 
manner on health status-related factors and 
may not conflict with sections 2701 and 2702 
of this Act. 

(3) Health insurance issuer. 
Premium collection. Requires that the 

contract between a HealthMart and a health 
insurance issuer provide, with respect to a 
member enrolled with health benefits cov
erage offered by the issuer through the 
HealthMart, for the payment of the pre
miums collected by the HealthMart (or the 
issuer) for such coverage (less a pre-deter
mined administrative charge negotiated by 
the HealthMart and the issuer) to the issuer. 

Scope of service area. Nothing in this title 
should be construed as requiring the service 
area of a heal th insurance issuer with re
spect to health insurance coverage to cover 
the entire geographic area served by a 
HealthMart. 

Availability of coverage options. A 
HealthMart must enter into contracts with 
one or more health insurance issuers in a 
manner that assures that at least 2 health 
insurance coverage options are made avail
able in the geographic area specified under 
section (a)(3)(A) of this bill. 

Subsection (d). Prevention of Conflicts of 
Interest. 

For boards of directors. Provides that a 
member of a board of directors of a 
HealthMart may not serve as an employee or 
paid consultant to the HealthMart, but may 
receive reasonable reimbursement for travel 
expenses for purposes of attending meetings 
of the board or its committees. 

For boards of directors or employees. An 
individual is not eligible to serve in a paid or 
unpaid capacity on the board of directors of 
a HealthMart, or as an employee of the 
HealthMart, if the individual is employed by, 
represents in any capacity, owns, or controls 
any ownership interest in a organization 
from whom the HealthMart receives con
tribution, grants, or other funds not con
nected with a contract for coverage through 
the Heal thMart. 

Employment and employee representa
tives. Requires that an individual who is 
serving on a board of directors of a 
HealthMart must not be employed by or af
filiated with a health insurance issuer or be 
licensed as or employed by or affiliated with 
a health care provider. In the previous sen
tence, the term "affiliated" does not include 
membership in a health benefits plan or ob-
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taining health benefits coverage offered by a 
health insurance issuer. 

Subsection (e). Construction. 
Network of Affiliated HealthMarts. Pro

vides that nothing in this section should be 
construed as preventing one or more 
HealthMarts serving different areas (whether 
or not contiguous) from providing for some 
or all of the following (through a single ad
ministrative organization or otherwise): 

(1) Coordinating the offering of the same or 
similar health benefits coverage in different 
areas served by the different HealthMarts; 

(2) Providing for crediting of deductibles 
and other cost-sharing for individuals who 
are provided health benefits coverage 
through the HealthMarts (or affiliated 
HealthMarts) and who continue to receive 
such coverage through the same health in
surance issuer after (a) a change of employ
ers through which the coverage is provided, 
or (b) a change in place of employment to an 
area not served by the previous HealthMart. 

Permitting HealthMarts to adjust distribu
tions among issuers to reflect relative risk of 
enrollees. Does not preclude a HealthMart 
from providing for adjustments in amounts 
distributed among the health insurance 
issuers offering health benefits coverage 
through the HealthMart based on factors 
such as the relative health care risk of mem
bers enrolled under the coverage offered by 
the different issuers. 

Uniform minimum participation and con
tribution rules. Does not preclude a 
HealthMart from establishing minimum par
ticipation and contribution rules (described 
in section 2711(e)(l)) for small employers 
that apply to become purchasers in the 
HealthMart, so long as such rul.es are applied 
uniformly for all health insurance issuers. 

Section 2802. Application of Certain Laws 
and Requirements. 

Subsection (a). Authority of States. Pro
vides that nothing in this section should be 
construed as preempting State laws relating 
to the following: 

-The regulation of underwriters of health 
coverage, including licensure and solvency 
requirements; 

-The application of premium taxes and re
quired payments for guaranty funds or for 
contributions to high-risk pools; 

-The application of fair marketing re
quirements and other consumer protections 
(other than those specifically relating to an 
item described in subsection (a)); 

-The application of requirements relating 
to the adjustment of rates for health insur
ance coverage. 

Subsection (b). Treatment of Benefit and 
Grouping Requirements. Provides that State 
laws are superseded and shall not apply to 
health benefits coverage made available 
through a HealthMart, insofar as they relate 
to any of the following: 

-benefit requirements for health benefits 
coverage offered through a HealthMart, in
cluding (but not limited to) requirements re
lating to coverage of specific providers, spe
cific services or conditions, or the amount, 
duration, or scope of benefits, but not includ
ing requirements to the extent required to 
implement title XXVII of the PHS Act or 
other Federal law and to the extent the re
quirement prohibits an exclusion of a spe
cific disease from such coverage; 

-requirements (commonly referred to as 
fictitious group laws) relating to grouping 
and similar requirements for such cov
erage;-any other requirements (including 
limitations on compensation arrangements) 
that, directly or indirectly, preclude (or have 
the effect of precluding) the offering of such 
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coverage through a Heal thMart, if the 
HealthMart meets the requirements of this 
title. 

Any State law or regulation relating to the 
composition or organization of a HealthMart 
is preempted to the extent the law or regula
tion is inconsistent with the provisions of 
this title. 

Subsection (c). Application of ERISA Fidu
ciary and Disclosure Requirements. The 
board of directors of a HealthMart is deemed 
to be a plan administrator for purposes of ap
plying parts 1 and 4 of subtitle B of title I of 
the Employee Retirement Income Security 
Act of 1974. The HealthMart shall be treated 
as such a plan and the enrollees shall be 
treated as participants and beneficiaries for 
purposes of applying such provii:;ions pursu
ant to this subsection. 

Subsection (d). Application of ERISA Re
newability Protection.-A HealthMart is 
deemed to be a group health plan that is a 
multiple employer welfare arrangement for 
purposes of applying section 703 of the Em
ployee Retirement Income Security Act of 
1974. 

Subsection (e). Application of Rules for 
Network Plans and Financial Capacity. The 
provisions of subsections (c) and (d) of sec
tion 2711 of ERISA apply to health benefits 
coverage offered by a health insurance issuer 
through a HealthMart. 

Subsection (f). Construction Relating to 
Offering Requirement. Nothing in section 
2711(a) of this Act (relating to guaranteed 
issuance) or section 703 of the Employee Re
tirement Income Security Act of 1974 (relat
ing to guaranteed renewal) shall be con
strued as permitting the offering outside the 
HealthMart of health benefits coverage that 
is only made available through a HealthMart 
under this section because of the application 
of subsection (b). · · 

Subsection (g). Application to Guaranteed 
Renewability Requirements in Case of Dis
continuation of an Issuer. For purposes of 
applying section 2712 in the case of health in
surance coverage offered by a health insur
ance issuer through a HealthMart, if the con
tract between the HealthMart and the issuer 
is terminated and the HealthMart continues 
to make available any health insurance cov
erage after the date of such termination, the 
following rules apply: 

Renewability. The HealthMart shall fulfill 
the obligation under such section of the 
issuer renewing and continuing in force cov
erage by offering purchasers (and members 
and their dependents) all available health 
benefits coverage that would otherwise be 
available to similarly-situated purchasers 
and members from the remaining partici
pating health insurance issuers in the same 
manner as would be required of issuers under 
section 2712(c). 

Application of association rules. The 
HealthMart shall be considered an associa
tion for purposes of applying section 2712(e). 

Subsection (h). Construction in Relation to 
Certain Other Laws. Nothing in this title 
shall be construed as modifying or affecting 
the applicability to HealthMarts or health 
benefits coverage offered by a health insur
ance issuer through a HealthMart of parts 6 
(relating to continuation of coverage under 
group health plans) and 7 (relating to group 
health plan portability, access, and renew
ability) of subtitle B of title I of the Em
ployee Retirement Income Security Act of 
1974 or titles XXII (relating to requirements 
for certain group health plans for certain 
state and local employees) and XXVII (re
garding requirements relating to health in
surance coverage) of this Act. 
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Section 2803. Administration. 
Subsection (a). 
In General. Provides that the applicable 

federal authority must administer this title 
through the division established under sub
section (b) of this section, and is authorized 
to issue such regulations as may be required · 
to carry out this title. These regulations 
shall be subject to Congressional review 
under the provisions of chapter 8 of title 5, 
United States Code. Provides that the appli
cable Federal authority must incorporate 
the process of >deemed file and use' with re
spect to the information filed under section 
2801(a)(6)(A) of this title and sh;:i.ll determine 
whether information filed by a HealthMart 
demonstrates compliance with the applicable 
requirements of this title. Such authority 
shall exercise its authority under this title 
in a manner that fosters and promotes the 
development of HealthMarts in order to im
prove access to health care coverage and 
services. 

Subsection (b). Administration Through 
Health Care Marketplace Division. Provides 
that the applicable federal authority carry 
out its duties under this title through a sepa
rate Health Care Marketplace Division, the 
sole duty of which (including the staff of 
which) shall be to administer this title. In 
addition to other responsibilities provided 
under this title, such Division is responsible 
for: oversight of the operations of 
HealthMarts under this title, and the peri
odic submission of reports to Congress on the 
performance of HealthMarts under this title 
under subsection (c), below. 

Subsection (c). Periodic Reports. Requires 
that the applicable Federal authority submit 
to Congress a report every 30 months, during 
the 10-year period beginning on the effective 
date of the rules promulgated by the applica
ble Federal authority to carry out this title, 
on the effectiveness of this title in pro
moting coverage of uninsured individuals. 
Such authority may provide for the produc
tion of such reports through one or more 
contracts with appropriate private entities. 

Section 2804. Definitions. Provides the fol
lowing definitions for purposes of this title: 

Applicable Federal authority. The term 
'applicable Federal authority ' means the 
Secretary of Health and Human Services. 

Eligible employee or individual. The term 
'eligible' means, with respect to an employee 
or other individual and a HealthMart, an em
ployee or individual who is eligible under 
section 2801(c)(2), as provided in this Act, to 
enroll or be enrolled in health benefits cov
erage offered through the HealthMart. 

Employer, employee, dependent. Except as 
the applicable Federal authority may other
wise provide, the terms " employer", "em
ployee" , and " dependent", as applied to 
heal th insurance coverage offered by a 
health insurance issuer licensed (or other
wise regulated) in a State, shall have the 
meanings applied to such terms with respect 
to such coverage under the laws of the State 
relating to such coverage and such an issuer. 

Health benefits coverage. The term 'health 
benefits coverage ' has the meaning given the 
term group health insurance coverage in sec
tion 2791(b)(4) of the PHS Act. 

Health insurance issuer. The term 'health 
insurance issuer' has the meaning given the 
term in section 2791(b)(2). 

Health status-related factor. The term 
'health status-related factor ' has the mean
ing given the term in section 2791(d)(9) of the 
PHS Act. 

HealthMart. The term 'HealthMart' is de
fined above in section 2801(a) 

Member. The term 'member" means, with 
respect to a HealthMart, an individual en-
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rolled for health benefits coverage through 
the HealthMart under section 2801(c)(2). 

Purchaser. The term 'purchaser' means, 
with respect to a HealthMart, a small em
ployer that has contracted under section 
2801(c)(l)(A) with the HealthMart for the pur
chase of health benefits coverage. 

Small employer. The term 'small em
ployer' has the meaning given such term in 
section 279l(e)(4). 

Subsection (b). Effective Date. In general, 
the amendment made by subsection (a) shall 
take effect on January 1, 2000. The Secretary 
of Health and Human Services shall issue all 
regulations necessary to carry out the 
amendment made by subsection (a) before 
January 1, 2000. 
Subtitle D-Community Health Organizations 

Section 2301. Promotion of Provision of In
surance by Community Health Organiza
tions. This section amends subpart I of part 
D of title III of the Public Health Service 
Act by authorizing the waiver of state licen
sure requirements by community health or
ganizations. It adds the following new sec
tion 330B. 

Section 330B. Waiver of state licensure re
quirement for community health organiza
tions in certain cases. 

Subsection (a). In General. A community 
health organization may offer health insur
ance coverage in a state in which it is not li
censed if the organization files an applica
tion for waiver of the llcensure requirement 
with the Secretary of Health and Human 
Services by November 1, 2003, and the Sec
retary determines that the grounds for ap
proval of the application have been met. The 
grounds for approval of a waiver include: (1) 
the state failed to complete action on a li
censing application within 90 days of the 
state's receipt of the application; (2) the 
waiver application denied by the state is dis
criminatory in that the standards or review 
process used by the state imposed require
ments, procedures, or standards (other than 
solvency requirements) that are not gen
erally applicable to other entities engaged in 
substantially similar business; or (3) the 
waiver application denied by the state is 
based on the organizations' failure to meet 
applicable state solvency requirements and 
such requirements are not the same as those 
established by the Secretary. A waiver 
granted under this subsection: is effective 
only in the state for which it is granted; is 
effective for a 36-month period and may be 
renewed for up to 36 additional months; may 
be continued on condition that the organiza
tion complies with state consumer protec
tion and quality standards; and preempts 
state law. The Secretary is required to grant 
or deny a waiver application within 60 days 
after a substantially complete application is 
filed. The Secretary is required to report to 
the House Committee on Commerce and the 
Senate Committee on Labor and Human Re
sources, by December 31, 2002, on whether the 
waiver process should be continued after De
cember 31, 2003. 

Subsection (b). Assumption of full finan
cial risk. The community health organiza
tion, in order to qualify for a waiver, must 
assume full financial risk on a prospective 
basis for the provision of covered health care 
services. The organization may obtain insur
ance or make other arrangements for: (1) the 
costs of providing services, the aggregate 
value of which exceeds such aggregate level 
as the Secretary specifies from time to time; 
(2) providing services other than through the 
organization because medical necessity re
quired their provision before they could be 
secured through the organization; and (3) not 

July 23, 1998 
more than 90 percent of the amount by which 
its costs for any of its fiscal years exceed 105 
percent of its income for such fiscal year. 
The organization may also make arrange
ments with physicians or other health care 
professionals, health care · institutions, or 
any combination of such individuals or insti
tutions, to assume all or part of the financial 
risk on a prospective basis for the provision 
of health services. 

Subsection (c). Certification of provision 
against risk of insolvency for unlicensed 
CHOs. Each community health organization 
that is not licensed by a state and which has 
an approved waiver application must meet 
tp.e standards established by the Secretary 
relating to financial solvency and capital 
adequacy. The Secretary is required to es
tablish a certification process for organiza
tions to meet the solvency standards. 

Subsection (d). Establishment of solvency 
standards for community health organiza
tions. The Secretary is required to establish 
on an expedited basis, using a negotiated 
rulemaking process and through the Health 
Resources and Services Administration, 
standards relating to financial solvency and 
capital adequacy for entities to meet in 
order to obtain an approved waiver. The Sec
retary, in establishing such standards, must 
consult with interested organizations, in
cluding the National Association of Insur
ance Commissioners, the Academy of Actu
aries, and organizations representing feder
ally qualified health centers. The Secretary 
must take into account the following factors 
for such standards: (1) the delivery system 
assets of an organization; (2) alternative 
means of protecting against insolvency; and 
(3) any standards developed by the National 
Association of Insurance Commissioners spe
cifically for risk-based health care delivery 
organizations. The standards must include 
provisions to prevent enrollees from being 
held liable to any person or entity for the or
ganization's debts in the event of the organi
zation's insolvency. 

The Secretary, after consultation with the 
National Association of Insurance Commis
sioners, the American Academy of Actuaries, 
organizations representative of Medicare 
beneficiaries, and other interested parties, 
must: (1) publish a notice in the Federal Reg
ister of the rulemaking process within 45 
days of enactment of this Act; (2) establish a 
target date for publication of the rule of 
April 1, 1999; (3) allow 15 days, instead of 30 
days, for a comment period; and (4) appoint 
a negotiated rulemaking committee not 
later than 30 days after the comment period 
and nominate a facilitator not later than ten 
days after appointment of the committee. 
The Secretary must provide for publication 
of a rule and terminate the process if, by 
January 1, 1999, the committee reports that 
it is unlikely that it will reach consensus 
within one month of the target date. If the 
committee is not terminated, then it must 
report a proposed rule not later than one 
month before the target date of publication. 
The Secretary must publish a rule not later 
than the target date of publication that will 
be effective on an interim basis and include 
at least a 60-day public comment period. The 
Secretary must provide for consideration of 
comments and republish such rule not later 
than one year after the target date. 

Subsection (e). Definitions. A community 
health organization is an organization that 
is a federally-qualified health center or is 
controlled by one or more federally-qualified 
health centers. A federally-qualified health 
center is as defined under Medicaid law and 
generally is a health center that meet statu
tory requirements but does not receive grant 
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funding. "Health insurance coverage" has 
the meaning given in section 2701 (b) (1) of 
the Public Health Service Act. "Control" 
means the possession, whether direct or indi
rect, of the power to direct or cause the di
rection of the management and policies of 
the organization through membership, board 
representation, or an ownership interest 
equal to or greater than 50.1 percent. 

TITLE III-AMENDMENTS TO THE 
INTERNAL REVENUE CODE OF 1986 

Subtitle A-Patient Protections 
Section 3001. Patient Access to Unre

stricted Medical Advice, Emergency Medical 
Care, Obstetric and Gynecological Care, Pe
diatric Care. Subchapter B of chapter 100 of 
the Internal Revenue Code of 1986 (relating 
to other requirements) is amended by adding 
at the end the following new section: 

Section 9813. Patient Access to Unre
stricted Medical Advice, Emergency Medical 
Care, Obstetric And Gynecological Care, Pe
diatric Care. 

Subsection (a). · Patient Access to Unre
stricted Medical Advice. This subsection 
states that a group health plan may not pro
hibit or restrict health care professionals 
under contract from advising participants or 
beneficiaries about their health status or 
treatment, even if benefits for such care or 
treatment are not covered by the plan. 
Health care professional is defined as a phy
sician (section 1861(r) of the Social Security 
Act) or other health care professional whose 
services are provided under the group health 
plan. This includes a podiatrist, optometrist, 
chiropractor, psychologist, dentist, physi
cian assistant, physical or occupational ther
apist and therapy assistant, speech language 
pathologist, audiologist, registered or li
censed practical nurse (including nurse prac
titioner, clinical nurse specialist, certified 
registered nurse anesthetist, and certified 
nurse midwife), licensed certified social 
worker, registered respiratory therapist, and 
certified respiratory therapy technician. 

Subsection (b). Patient Access to Emer
gency Medical Care. This subsection pro
hibits group health plans or health insurance 
issuers from requiring beneficiaries to get 
preauthorization before seeking emergency 
medical services and requires them to cover 
emergency medical screening examinations 
obtained at any emergency medical care fa
cility, whether in or outside a plan's net
work of affiliated providers, if a prudent 
layperson with an average knowledge of 
health and medicine would judge the exam
ination necessary in order to determine 
whether emergency medical care is needed. 
The plan or issuer must provide additional 
emergency medical services to the extent a 
prudent emergency medical professional de
termines necessary to avoid the con
sequences described in section 503(b)(8)(I) of 
ERISA as amended by this Act. These re
quirements apply to the extent the group 
health plan or health insurance issuer covers 
emergency medical care benefits (as defined 
in section 503(b)(8)(I) of ERISA as amended 
by this Act), except for items or services spe
cifically excluded; and to items or services 
within the capability of the emergency facil
ity, including routinely available ancillary 
services. This subsection does not prevent a 
group health plan or issuer from imposing 
any form of cost-sharing for emergency med
ical services so long as the cost-sharing is 
uniformly applied. 

Subsection (c). Patient Access to Obstetric 
and Gynecological Care. If the group health 
plan or health insurance issuer covers rou
tine gynecological or obstetric care by a par
ticipating physician specializing in such 
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care, and the participant's designated pri
mary care provider is not such a specialist, 
authorization or referral by a primary care 
provider must not be required for routine 
gynecological or obstetric care. Ordering of 
other similar routine gynecological or ob
stetric care by such a participating spe
cialist is treated as authorized by the pri
mary care provider. Plan requirements relat
ing to medical necessity or appropriateness 
for obstetric and gynecological care will be 
allowed. 

Subsection (d). Patient Access to Pediatric 
Care. This subsection states that if the group 
health plan or health insurance issuer covers 
routine pediatric care, and requires the des
ignation of a primary care provider. the par
ent or guardian of any plan beneficiary 
under 18 years of age may designate a par
ticipating physician who specializes in pedi
atrics, if available, as the primary care pro
vider. Plan requirements relating to medical 
necessity or appropriateness for pediatric 
care will be allowed. 

Subsection (e). Treatment of Multiple Cov
erage Options. This subsection requires plans 
that have two or more coverage options to 
provide patient access to obstetric and gyne
cological care and pediatric care as defined 
in subsections (c) and (d) under each option. 

Subsection (b). Clerical Amendment. This 
subsection adds a clerical amendment to the 
table of sections. 

Section 3002. Effective Date and Related 
Rules. 

Subsection (a). In General. This subsection 
states that the amendments made by Sub
title A will apply with respect to plan years 
beginning on or after January 1 of the second 
calendar year following the date of the en
actment of the Act. The Secretary is also re
quired to issue all necessary regulations be
fore the effective date. 

Subsection (b). Limitation on Enforcement 
Actions. No penalty shall be imposed on any 
failure to comply with any requirement im
posed by the amendments made by section 
3101 to the extent such failure occurs before 
the date of issuance of regulations issued in 
connection with such requirement if the plan 
has sought to comply in good faith with such 
requirement. 

Subsection (c). Special Rule for Collective 
Bargaining Agreements. If a group health 
plan is maintained pursuant to one or more 
collective bargaining agreements ratified be
fore the date of enactment of this Act, the 
provisions relating to patient access (sub
sections (b), (c), and (d)of section 9813 of the 
Internal Revenue Code of 1986 (as added by 
this subtitle) will not apply before the date 
of termination of the last collective bar
gaining agreement relating to the plan, or 
January 1, 2001, which ever is later. Any 
amendment in the plan made solely to con
form to requirements of this subtitle must 
not be treated as a termination of the collec
tive bargaining agreement. 

Subtitle B-Patient Access to Information 
Section 3101. Patient Access to Informa

tion Regarding Plan Coverage, Managed Care 
Procedures, Health Care Providers, And 
Quality of Medical Care.Subsection (a). In 
General. This subsection amends subchapter 
B of chapter 100 of the Internal Revenue 
Code of 1986 (relating to other requirements) 
by adding the following new Section 9814. 

Section 9814. Disclosure by Group Health 
Plans. 

Subsection (a). Disclosure Requirement. 
This subsection requires the administrator 
of each group health plan to ensure that the 
summary plan descriptions required under 
ERISA section 102 contain the information 
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described in subsections (b), (c), (d), and 
(e)(2)(A). 

Each health insurance issuer connected 
with a group health plan is also required to 
provide the necessary information to the ad
ministrator or to plan participants and bene
ficiaries on a timely basis. 

Subsection (b). Plan Benefits. The informa
tion required under subsection (a) includes a 
description of: (A) covered benefits cat
egorized by the types of items and services 
and the types of health care professionals 
providing the items and services; (B) plan 
coverage for emergency medical care, the ex
tent of access to urgent care centers, and 
definitions of terminology referring to emer
gency medical care; (C) plan benefits for pre
ventive services; (D) any use or application 
of a drug formulary, including a summary of 
the process for determining the formulary; 
(E) and COBRA benefits available under the 
plan. 

Information must also be provided on any 
limitations, exclusions, or restrictions on 
covered benefits, including: (A) benefits spe
cifically excluded from coverage, categorized 
by types of items and services; (B) whether 
coverage for medical care can be limited or 
excluded based on utilization review or 
preauthorization requirements; (C) any life
time, annual, or other period limitations on 
coverage, categorized by types of benefits; 
(D) any limitations or exclusions for custo
dial care; (E) experimental treatment or 
technology; or (F) failure to meet the plan's 
requirements for medical appropriateness or 
necessity; (G) coverage of second or subse
quent opinions; (H) whether referral from a 
primary care provider is required for spe
cialty care; (I) if continuity of care may be 
affected by the departure by the health care 
professional from a defined set of providers; 
restrictions on coverage of emergency serv
ices; and (J) any financial responsibility of 
participants or beneficiaries for emergency 
services. 

Subsection (c). Participant's Financial Re
sponsib111ties. The summary plan description 
must also explain the participant's financial 
responsibility for payment of premiums, co
insurance, copayments, deductibles, and 
whether this may vary if the health care pro
vider is not one of a defined set of providers. 

Subsection (d). Dispute Resolution Proce
dures. The summary plan description must 
describe the process for dispute resolution 
adopted by the plan pursuant to section 
503(b) of ERISA as amended by this Act. This 
must explain the procedures and time frames 
for coverage decisions and internal and ex
ternal review. 

Subsection (e). Information Available on 
Request. Upon written request, a group 
health plan offering coverage in connection 
with a group health plan must provide access 
to plan benefit information in electronic 
form. This information, in electronic format, 
must include, in addition to information re
quired by section 104(b)(4) of ERISA, the lat
est summary plan description, summary of 
material modifications, and the actual plan 
provisions with available benefits. This is re
quired no more than once a year, and area
sonable charge is permitted which may be 
subject to a maximum amount set by the 
Secretary. Requirements may also be met by 
making the information generally available 
on the Internet or on a proprietary computer 
network in a format which is readily acces
sible to participants and beneficiaries.A 
summary description of the types of infor
mation available on request must be in
cluded in the summary plan description 
made available to participants and bene
ficiaries. 
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In addition to information described above 

a group or health plan issuer must provide t~ 
participants or beneficiaries upon request in
formation on: (i) any network characteris
tics with detailed lists of primary care pro
viders and specialists and their geographic 
locations; (ii) any special disease manage
ment programs or programs for persons with 
disabilities, whether these programs are vol
untary and if benefits would differ signifi
cantly for participants in care management; 
(iii) whether a specific drug or biological is 
included in the plan's formulary and proce
dures for waiver requests; (iv) the procedures 
and medically-based criteria used in an ad
verse coverage decision if the determination 
relates to medical necessity, an experi
mental treatment or technology; (v) the 
basis on which any preauthorization and uti
lization review requirement has resulted in 
an adverse coverage decision; (vi) the accred
itation and licensing status (if any) of each 
health insurance issuer offering health insur
ance coverage in connection with the plan 
and of any utilization review organization 
utilized by the issuer or the plan, together 
with the name and address of the accrediting 
or licencing authority; (vii) the latest infor
mation, if any, on enrollee satisfaction 
maintained by the plan; (viii) the latest in
formation on quality performance main
tained by the plan; and (ix) information 
about the frequency and outcome of external 
review decisions requested by enrollees of 
the plan or health insurance issuer. 

Upon request, any health care professional 
treating a participant or beneficiary under a 
group heal th plan must provide to the par
ticipant or beneficiary a description of his or 
her professional qualifications, privileges, 
experience and general description of the 
method of compensation for medical care ac
cording to categories that may be specified 
by the Secretary. 

In addition, upon request, any health care 
facility from which a participant or bene
ficiary has sought treatment under a group 
health plan must provide to the participant 
or beneficiary a description of the facility's 
corporate form or other organizational form 
and all forms of licensing and accreditation 
status, if any, with standard-setting organi
zations. 

Subsection (f). Access to Information Rel
evant to the Coverage Options under which 
the Participant or Beneficiary is Eligible to 
Enroll. Upon written request, and in connec
tion with a period of enrollment, the group 
health plan must make the summary plan 
description available for any coverage option 
in which the participant or prospective par
ticipant is eligible to enroll and any infor
mation described in clauses 
(i),(ii),(iii),(vi),(vii), and (viii) of subsection 
(e)(2)(B). 

Subsection (g). Advance Notice of Changes 
in Drug Formularies. Plans must inform par
ticipants not later than 30 days before the ef
fective of date of any exclusion of a specific 
drug or biological from any drug formulary 
used by the plan in the treatment of a chron
ic illness or disease. 

Subsection (b). Clerical Amendment. This 
subsection amends the table of sections. 

Section 3102. Effective Date. 
Subsection (a). In General. Amendments 

made by Subtitle B-Patient Access to Infor
mation will apply to plan years beginning on 
or after January 1 of the second calendar 
year following the date of the enactment of 
this Act. The subsection also requires the 
Secretary to issue all necessary regulations 
before that date. 

Subsection (b). Limitation on Enforcement 
Actions. If the group health plan has sought 
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to comply in good faith with the amend
ments of Subtitle B, no enforcement actions 
shall be taken against a plan or issuer for 
violating a requirement imposed by the 
amendments before final regulations are 
issued. 

Subtitle C-Medical Savings Accounts 
Section 3201. Expansion of Availability of 

Medical Savings Accounts (MSAs) 
Subsection (a). Repeal of Limitations on 

Number of Medical Savings Accounts. The 
current limitation on the number of tax
payers that may have MSAs and the rules for 
applying this limitation are repealed. 

Subsection (b). All Employers May Offer 
MSAs. The legislation removes the current 
restriction that only small employers may 
offer MSAs. 

Subsection (c). Increase in Amount of De
duction Allowed for Contributions to MSAs. 
The legislation allows monthly contribu
tions of up to 1/12th the annual deductible 
for the taxpayer's coverage under the high 
deductible plan. The current percentage lim
itations are repealed. 

Subsection (d). Both Employers and Em
ployees May Contribute to MSAs. The legis
lation allows both employers and employees 
to contribute to an MSA. Currently, if an 
employer makes a contribution the em
ployee may not contribute. 

Subsection (e). Reduction in Permitted 
Deductibles under High Deductible Health 
Plans. The legislation lowers the allowable 
deductible for high deductible plans from 
$1,500 to $1,000 in the case of single coverage 
and $3,000 to $2,000 in the case of family cov
erage. It also postpones from 1998 to 1999 the 
first yea.r: for which cost-of-living adjust
ments are applied to the minimum allowable 
deductible, the maximum allowable deduct
ible, and the maximum out-of-pocket re
quirements. 

Subsection (f). MSAs May Be Offered under 
Cafeteria Plans. The current restriction 
against funding MSAs through cafeteria 
plans is repealed. 

Subsection (g). Special Rules for Certain 
Federal Annuitants. Individuals receiving 
immediate Federal annuities may also have 
MSAs. 

Subsection (h). Effective Date. The amend
ments made by this section apply to taxable 
years ending after the date of enactment of 
this legislation. 

Section 3202. Exception from Insurance 
Limitation in Case of Medical Savings Ac
counts (MSAs). 

Subsection (a). Insurance Offered by Com
munity Health Centers. Qualified medical 
expenses (with respect to an account holder) 
includes coverage under insurance offered by 
a community health center if the coverage 
consists solely of required primary health 
benefits provided on a capitated basis. This 
exception applies only to individuals who in 
the taxable year involved have income that 
~s less than 200% of the official poverty line. 
The exception applies only to the first 15,000 
individuals enrolled in this insurance in a 
taxable year. 

Subsection (b). Reports on Enrollment. 
Centers offering insurance coverage to indi
viduals with MSAs shall provide reports as 
may be required by the Secretary of Health 
and Human Services and the Secretary of the 
Treasury to carry out the restriction on the 
number of individuals to whom the exception 
applies. 

Section 3203. Sense of the House of Rep
resen ta ti ves. This section expresses the 
Sense of the House of Representatives that 
patients are best served when they are em
powered to make informed choices about 
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their own health care. The same is true re
garding an individual's choice of health in
surance. A system that gives people the 
power to choose the coverage that best 
meets their needs, combined with insurance 
market reforms, offers great promise of in
creased choices and greater access to health 
insurance for Americans. 

Subtitle D-Revenue Offsets 
See attached Joint Committee on Taxation 

Report No. JCX-56-98. 
TITLE IV-HEALTH CARE LAWSUIT 

REFORM 
Subtitle A-General Provisions 

Section 4001. Federal Reform of Health 
Care Liability Actions. Title IV provides for 
Federal reform of health care liability ac
tions. 

Subsection (a). Applicability. This sub
section specifies that reform provisions 
apply to any health care liability action 
brought in any State or Federal court. The 
provisions do not apply to any action for 
damages arising from a vaccine-related in
jury or death to the extent that the provi
sions of the National Vaccine Injury Com
pensation Program apply. The provisions 
also do not apply to actions under the Em
ployment Retirement Income Security Act. 

Subsection (b). Preemption. This sub
section specifies that the provisions preempt 
State law to the extent State law provisions 
are inconsistent with the new requirements. 
However, they do not preempt State law to 
the extent State law provisions are more 
stringent. 

Subsection (c). Effect on Sovereign Immu
nity and Choice of Law or Venue. This sub
section provides that the new provisions do 
not waive or affect the defense of sovereign 
immunity asserted by any State or the U.S., 
affect the applicability of the Foreign Sov
ereign Immunities Act of 1976, preempt State 
choice-of -law rules with respect to claims 
brought by a foreign nation or citizen, or af
fect the rig·ht of any court to transfe.r venue. 

Subsection (d). Amount in Controversy. 
This subsection specifies that in the case of 
any action under which the new provisions 
apply, and which is brought in federal court, 
the amount of economic damages, punitive 
damages, and attorneys fees or costs, are not 
included in the determination of whether the 
amount in controversy exceeds the minimum 
limit. 

Subsection (e). Federal Court Jurisdiction 
Not Established on Federal Question 
Grounds. This subsection specifies that noth
ing in the new provisions is to be construed 
as establishing any new jurisdiction in the 
federal courts over health care liability ac
tions. 

Section 4002. Definitions. This section de
fines a number of terms. 

Actual damages means damages awarded 
to pay for economic loss. 

Alternative dispute resolution system or 
ADR means a system established under fed
eral or state law that provides for resolution 
of health care liability claims other than 
through liability actions. 

Claimant means any person who brings a 
health care liability action and any person 
on whose behalf the action is brought. 

Clear and convincing evidence is that 
measure or degree of proof that produces in 
the mind of the trier of fact a firm belief or 
conviction as to the truth of the allegations. 
It is more than that required under prepon
derance of the evidence but less than that re
quired for proof beyond a reasonable doubt. 

Collateral source payments means any 
amount paid or reasonably likely to be paid 
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in the future to or on behalf of a claimant, 
or any service, product, or other benefit pro
vided or reasonably likely to be provided in. 
the future to or on behalf of a claimant as a 
result of injury or wrongful death pursuant 
to various laws; insurance policies, con
tracts, or other programs. 

Drug has the meaning given the term 
under the Federal Food, Drug and Cosmetic 
Act. 

Economic loss means any pecuniary loss 
resulting from injury to the extent recovery 
for such loss is allowed under state law. The 
term includes loss of earnings or other em
ployment benefits, medical expense loss, re
placement service loss, loss due to death, 
burial costs, and loss of business or employ
ment opportunities. 

Harm means any legally cognizable wrong 
or injury for which punitive damages may be 
imposed. 

Health benefit plan means any of the fol
lowing that provides benefits with respect to 
health care services: a hospital or medical 
expense incurred policy or certificate; a hos
pital or medical service plan contract; a 
health maintenance subscriber contract; or a 
Medicare+Choice plan offered under Medi
care. 

Health care liability action means a civil 
action brought in a state or federal court in 
which the claimant alleges a claim based on 
the provision of (or the failure to provide or 
pay for) health care services or the use of a 
medical product. The action may be brought 
against: a health care provider; an entity 
which is obligated to pay for health benefits 
under any health benefit plan (including per
sons or entities acting under a contract or 
arrangements); or the manufacturer, dis
tributor, supplier, marketer, promoter, or 
seller of a medical product. The term applies 
regardless of the theory of liability on which 
the claim is based or the number of plain
tiffs, defendants, or causes of action. 

Health care liability claim means a claim 
in which the claimant alleges that injury 
was caused by the provision of (or the failure 
to provide) health care services. 

Health care provider means any person 
that is engaged in the delivery of health care 
services in a state and is required by the 
state to be licensed or certified in order to 
engage in the delivery of services 'in the 
state. 

Health care service means any service eli
gible for payment under a health benefit 
plan, including services related to the deliv
ery or administration of such service. 

Medical device has the meaning given the 
term under the Federal Food, Drug and Cos
metic Act. 

Non-economic damages means damages 
paid to an individual for pain and suffering, 
inconvenience, emotional distress, mental 
anguish, loss of consortium, injury to rep
utation, humiliation, and other nonpecu
niary losses. 

Person means any individual, corporation, 
company, association, firm, partnership, so
ciety, joint stock company, or any other en
tity, including governmental entity. 

Product seller means a person who (in the 
course of a business conducted for that pur
pose) sells, distributes, rents, leases, pre
pares, blends, packages, labels, or is other
wise involved in placing a product in the 
stream of commerce. The term also includes 
a person who installs, repairs, or maintains 
the harm-causing aspect of a product. The 
term does not include: (1) a seller or lessor of 
real property; (ii) a provider of professional 
services in any case where the sale or use of 
a product is incidental to the furnishing of 
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judgment, skill, or services; or (iii) any per
son who acts only in a financial capacity 
with respect to sale of the product or who 
leases a product under a lease arrangement 
in which the selection, possession, mainte
nance, and operation of the product are con
trolled by a person other than the lessor. 

Punitive damages means damages awarded 
against any person to punish or deter such 
person or others from engaging in similar be
havior in the future. The term does not in
clude damages awarded to compensate for 
actual injury suffered. 

State includes the 50 states, the District of 
Columbia, and all territories and possessions 
of the U.S. 

Section 4003. Effective Date. The section 
specifies that the provisions of title IV of the 
bill apply to any health care liability action 
brought in any State or Federal court, and 
any health care liability claim subject to an 
ADR system, that is initiated on or after the 
date of enactment. Any health care liability 
claim or action arising from an injury occur
ring prior to enactment would be governed 
by the statute of limitations in effect at the 
time the injury occurred. 

Subtitle B-Uniform Standards for Health 
Care Liability Actions 

Section 4011. Statute of Limitations. This 
section establishes a uniform statute of limi
tations. Actions may not be brought more 
than two years after the injury is discovered 
or reasonably should be discovered. In no 
event may the action be brought more than 
five years after the date of the alleged in
jury. 

Section 4012. Calculation and Payment of 
Damages 

Subsection (a) Treatment of Non-Economic 
Damages. This subsection limits non-eco
nomic damages for losses resulting from an 
injury to $250,000. The limit applies regard
less of the number of persons against whom 
the health care liability action is brought or 
the number of actions brought. The limita
tion does not apply to an action for damages 
based solely on intentional denial of medical 
treatment (necessary to preserve a patient's 
life that the patient is otherwise qualified to 
receive), against the wishes of the patient (or 
if the patient is incompetent, against the 
wishes of the patient's guardian), on the 
basis of the patient's present or predicted 
age, disability, degree of medical dependency 
or quality of life. 

The subsection specifies that, if after en
actment, a state enacts a law which pre
scribes the amount of non-economic damages 
that may be awarded, the state limit will 
apply. Similarly, if after enactment, a state 
limits the amount of recovery in a health 
care liability action, but doesn't delineate 
between economic and non-economic dam
ages, the state limit will apply. 

The subsection specifies that a defendant 
is only liable for the amount of non-eco
nomic damages attributable to that defend
ant's proportionate share of the fault or re
sponsibility for the claimant's actual dam
ages, as determined by the trier of fact. In 
all cases, the liability of a defendant for non
economic damages is several and not joint. A 
separate judgment is to be rendered against 
each defendant for the amount allocated to 
such defendant. 

Subsection (b) Treatment of Punitive 
Damages. The subsection permits the award 
of punitive damages (to the extent allowed 
under State law) only if the claimant estab
lishes by clear and convincing evidence that 
the harm suffered was the result of conduct 
that was either specifically intended to 
cause harm or that manifested a conscious 
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flagrant indifference to the rights or safety 
of others. 

The subsection applies to any health care 
liability action brought in any federal or 
state court on any theory where punitive 
damages are sought. It does not create a 
cause of action for punitive damages. Fur
ther, it does not preempt or supersede any 
State or Federal law to the extent that such 
law would further limit punitive damage 
awards. 

The subsection permits either party to re
quest a separate proceeding (bifurcation) on 
the issue of whether punitive damages 
should be awarded and in what amount. If a 
separate proceeding is requested, evidence 
related only to the claim of punitive dam
ages (as determined under state law) is inad
missible in any proceeding to determine 
whether actual damages should be awarded. 

The subsection generally prohibits the 
award of punitive damages against a manu
facturer or product seller of a drug or med
ical device. The prohibition applies in a case 
where the drug or device, or the adequacy of 
its packaging or labeling, was subject to pre
market approval by the Food and Drug Ad
ministration (FDA) and had received such 
pre-market approval. The prohibition also 
applies where the drug is generally recog
nized as safe and effective according to con
ditions established by the FDA. The prohibi
tion against punitive damage awards does 
not apply in any case where the defendant, 
before or after pre-market approval of the 
drug or device, intentionally and wrongfully 
withheld information or made misrepresen
tations to the FDA or to the Secretary (with 
respect to biological products) that is mate
rial and relevant to the harm suffered by the 
claimant. The prohibition against damage 
awards also does not apply if the defendant 
made an illegal payment to an FDA official 
or employee for the purpose of securing or 
maintaining approval of the drug or device. 

The subsection provides that a manufac
turer or product seller shall not be held lia
ble for punitive damages related to adequacy 
of required tamper resistant packaging un
less the packaging or labeling was found by 
clear and convincing evidence to be substan
tially out of compliance with the regula
tions. 

Subsection (c) Periodic Payments for Fu
ture Losses. The subsection permits periodic 
(rather than lump sum) payment in any case 
in which damages awarded for future eco
nomic and non-economic loss exceeds $50,000. 
The judgment of a court awarding periodic 
payments may not, in the absence of fraud, 
be reopened at any time to contest, amend, 
or modify the schedule or amount of pay
ments. The provision does not preclude a sin-
gle lump sum settlement · 

Subsection (d) Treatment of Collateral 
Source Payments. The subsection permits a 
defendant to introduce evidence of collateral 
source payments. If such evidence is intro
duced, the claimant may introduce evidence 
of any amount paid or reasonably likely to 
be paid to secure the right to such collateral 
source payments. No provider of collateral 
source payments is permitted to recover any 
amount against the claimant or against the 
claimant's recovery or be equitably or le
gally subrogated to the right of the claimant 
in a health care liability action. This sub
section applies to actions that are settled as 
well as actions that are resolved by a fact 
finder. 

Section 4013. Alternative Dispute Resolu
tion. The subsection requires that any sys
tem used to resolve health care liability ac
tions or claims must include provisions con
sistent with those specified in the bill relat
ing to statute of limitations, non-economic 
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damages, joint and several liability, punitive 
damages, collateral source rule, and periodic 
payments. 

Section 4014. Reporting on Fraud and 
Abuse Enforcement Activities. This sub
section requires the General Accounting Of
fice to: 

(1) monitor the compliance of the Depart
ment of Justice and all United States Attor
neys-with the guideline entitled " Guidance 
on the Use of the False Claims Act in Civil 
Health Care Matters" issued by the Depart
ment on June 3, 1998, including any revisions 
to that guideline; and 

(2) monitor the compliance of the Office of 
the Inspector General of the Department of 
Health and Human Services with the proto
cols and guidelines entitled "National 
Project Protocols-Best Practice Guide
lines" issued by· the Inspector General on 
June 3, 1998, including any revisions to such 
protocols and guidelines; and 

(3) submit a report on such compliance to 
the Committee on the Judiciary, the Com
mittee on Commerce, and the Committee on 
Ways and Means of the House of Representa
tives and the Committee on the Judiciary 
and the Committee on Finance of the Senate 
not later than February 1, 1999, and every 
year thereafter for a period of four years 
ending February 1, 2002. 
TITLE V-CONFIDENTIALITY OF HEALTH 

INFORMATION 
Section 5001. Confidentiality of Protected 

Health Information. 
Subsection (a). In General. The section 

amends Title XI of the Social Security Act 
(42 U.S.C. 1301 et seq.) by adding the fol
lowing text: 

Part D-Confidentiality of Protected 
Health Informationinspection and Copying 
of Protected Health Information 

Section 1181. Inspection And Copying of 
Protected Health Information. 

Subsection (a). In General. The section 
generally authorizes, subject to the suc
ceeding provisions of the section, a health 
care provider, health plan employer, health 
or life insurer, or educational institution to 
make available to a requesting individual (or 
a health care provider designated by the in
dividual) his or her protected health infor
mation for inspection and copying. 

Subsection(b). Access Through Originating 
Provider. Protected health information cre
ated by an originating provider and subse
quently received by another health care pro
vider or health plan as part of treatment or 
payment activities shall be made available 
for inspection and copying as provided in 
this section through the originating pro
vider, rather than the receiving health care 
provider or health plan, unless the origi
nating provider does not maintain the infor
mation. 

Subsection (c). Investigational Informa
tion. Health information created as part of 
the requesting individual 's participation in a 
clinical trial monitored by an institutional 
review board established pursuant to federal 
regulations adopted under the Public Health 
Service Act (42 U.S.C. 300v-l(b)) and Common 
Rule notice (56 Fed. Reg. 28003) shall be pro
vided in response to a subsection (a) request 
only to the extent and in a manner con
sistent with such regulations. 

Subsection (d). Other Exceptions. Unless 
ordered by a court of competent jurisdiction, 
the recipient of a subsection 118l(a) request 
is not required to grant the request if disclo
sure could reasonably be expected to endan
ger the life or physical safety, or cause sub
stantial harm to any individual, or if the in
formation has been compiled principally in 
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anticipation of or for use in a civil, criminal, 
or administrative action or proceeding. 

Subsection (e). Denial of Request For In
spection or Copying. If the recipient of a sub
section 1181(a) request denies the request, 
the requesting individual shall be informed 
in writing of the reasons for the denial, the 
availability of procedures for further review 
of the denial, and the individual 's right to 
file a concise statement setting forth the re
quest. 

Subsection (f). Statement Regarding Re
quest. If a requesting individual has filed a 
concise statement pursuant to subsection 
118l(e), any subsequent disclosure of that in
dividual's protected health information shall 
include a notation concerning the statement 
and may include a concise statement of the 
reasons for the denial of the request for in
spection and copying. 

Subsection (g). Procedures. A health care 
provider, health plan employer, health or life 
insurer, or educational institution providing 
access to protected health information for 
inspection or copying under this section, 
may prescribe appropriate procedures and 
may require a requesting individual to pay 
reasonable costs associated with such inspec
tion and copying. 
) Subsection (h). Inspection and Copying of 
Segregable Portion. A health care provider, 
health plan employer, health or life insurer, 
or educational institution receiving a sub
section 1181(a) request shall permit the in
spection and copying of any segregable por
tion of a record after the deletion of any por
tion that is not required to be disclosed 
under this section. 

Subsection (i). Deadline. A health care pro
vider, health plan employer, health or life 
insurer, or educational institution shall 
comply with or deny a subsection 1181(a) re
quest not later than 30 days after the date of 
receiving such request. 

Subsection (j). Rules Governing Agents. An 
agent of a health care provider, health plan 
employer, health or life insurer, or edu
cational institution shall not be required to 
provide for the inspection and copying of 
protected health information, except where 
the information is retained by the agent and 
the agent has been asked by the health care 
provider, health plan employer, health or life 
insurer, or educational institution to fulfill 
the requirements of this section. 

Section 1182. Supplementation of Pro
tected Health Information. 

Subsection (a). In General. Subject to sub
section 1182(b), not later than 45 days after 
receiving a written request from an indi
vidual to amend his or her protected heal th 
information by adding a concise written 
statement, a health care provider, health 
plan employer, health or life insurer, or edu
cational institution shall make the re
quested amendment, inform the individual of 
the amendment action, and make reasonable 
efforts to inform recipients of the 
unamended health information during the 
previous year of the addition of a supple
ment. 

Subsection (b). Refusal to Amend. If a 
health care provider, health plan employer, 
health or life insurer, or educational institu
tion refuses to make a requested subsection 
1182(a) amendment, the requesting individual 
shall be informed of the reasons for the re
fusal, any procedures for further review of 
the refusal, and the individual's right to file 
a concise statement setting forth the re
quested amendment, and the individual's 
reasons for disagreeing with the refusal. 

Subsection (c). Statement of Disagree
ment. If a requesting individual has filed a 
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concise statement pursuant to subsection 
1182(b), any subsequent disclosure of the dis
puted portion of the information shall in
clude a notation concerning the statement 
and may include a concise statement of the 
reasons for the denial of the amendment re
quest. 

Subsection (d). Rules Governing Agents. 
An agent of a health care provider, health 
plan employer, health or life insurer, or edu
cational institution shall not be required to 
make amendments to individually identifi
able health information, except where the 
information is retained by the agent and the 
agent has been asked by the health care pro
vider, health plan employer, health or life 
insurer, or educational institution to fulfill 
the requirements of this section. 

Subsection (e). Duplicative Requests For 
Amendments. If a health care provider, 
health plan employer, health or life insurer, 
or educational institution receives a duplica
tive request for an amendment of health in
formation and a statement of disagreement 
with respect to the request that has been 
filed, the requesting individual shall be in
formed of such filing and there shall be no 
further requirement to carry out the proce
dures under this section. 

Subsection (f). Rule of Construction. This 
section shall not be construed to permit an 
individual to modify statements in his or her 
record that document the factual observa
tions of another individual or state the re
sults of diagnostic tests, or to permit an in
dividual to amend his or her record as to the 
type, duration, or quality of treatment the 
individual believes he or she should have 
been provided. 

Section 1183. Notice of Confidentiality 
Practices. 

Subsection (a). Preparation of Written No
tice. A health care provider, health plan, 
health oversight agency, public health au
thority, employer, health or life insurer, 
health researcher, or educational institution 
shall post or provide, in writing and in a 
clear and conspicuous manner, notice of 
their protected health information confiden
tiality practices. Such notice shall include a 
description of an individual's rights with re
spect to protected health information, the 
intended uses and disclosures of such infor
mation, the procedures established for the 
exercise of an individual 's rights with re
spect to such information, and the proce
dures established for obtaining copies of the 
notice. 

Subsection (b). Model Notice. The Sec
retary of Health and Human Services, after 
notice and opportunity for public comment, 
and based on the advice of the National Com
mittee on Vital and Health Statistics, shall 
develop and disseminate, not later than 6 
months after the date of the enactment of 
the Accessibility, Affordability, and Ac
countability Patient Protection Act of 1998, 
model notices of confidentiality practices for 
use under this section. Use of a model notice 
developed by the Secretary shall serve as a 
complete defense in any civil action to an al
legation that a violation of this section has 
occurred. 

Section 1184. Establishment of Safeguards. 
Subsection (a). In General. A health care 

provider, health plan, health oversight agen
cy, public health authority, employer, health 
or life insurer, health researcher, or edu
cational institution shall establish, main
tain, and enforce reasonable and appropriate 
administrative, technical, and physical safe
guards to protect the confidentiality, secu
rity, accuracy, and integrity of protected 
health information created, received, ob
tained, maintained, used, transmitted, or 
disposed of by them. 
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Subsection (b). Factors to Be Considered. A 

health care provider, health plan, health 
oversight agency, public health authority, 
employer, health or life insurer, health re
searcher, or educational institution subject 
to subsection 1184(a) shall consider the fol
lowing factors in establishing safeguards 
under such subsection: the need for protected 
health information; the categories of per
sonnel who will have access to such informa
tion; the feasibility of limiting access to in
dividual identifiers; the appropriateness of 
the policy or procedure to the person and the 
medium in which protected health informa
tion is stored and transmitted; and the value 
of audit trails in computerized records. 

Subsection (c). Relationship to Part C Re
quirement. Any safeguard established under 
this section shall be consistent with the re
quirement in section 1173(d)(2). 

Subsection (d). Conversion to Nonidentifi
able Health Information. A health care pro
vider, health plan, health o.versight agency, 
public health authority, employer, health or 
life insurer, health researcher, or edu
cational institution subject to subsection 
1184(a) shall, to the extent practicable and 
consistent with the purpose for which pro
tected health information is maintained, 
convert such information into nonidentifi
able health information. 

Section 1185. Availability of Protected 
Health Information For Purposes of Health 
Care Operations 

Subsection (a). Disclosure. The bill allows 
any person who maintains protected health 
information to disclose the information to a 
health care provider or a health plan in order 
to permit the provider or plan to conduct 
health care operations. 

Subsection (b). Use. A health care provider 
or a health plan that maintains protected 
health information may use it to conduct 
health care operations. 

Subsection (c). Limitation on Sale or Bar
ter. Notwithstanding subsection (b), this 
subsection prohibits health care providers or 
health plans from selling or bartering pro
tected health information as part of con
ducting health care operations. 

Section 1186. Relationship to Other Laws. 
Subsection (a). State Law. Part D, as es

tablished by the bill, preempts State law 
provisions that; (A) would be preempted as 
inconsistent with this title under the Su
premacy Clause of the U.S. Constitution; (B) 
relate to authorization for the use or disclo
sure of protected health information for 
health care operations, or nonidentifiable 
health information; or (C) relate to the in
spection, copying, or amendment of pro
tected health information by the informa
tion-subject, to the notice of confidentiality 
practices, or to the establishment of safe
guards for protected health information. 
Nothing in this part shall be construed to 
preempt or modify State privileges. There 
are exceptions to federal preemption for the 
following purposes of protected health infor
mation: (A) confidentiality of medical 
records maintained by a licensed mental 
health professional; (B) provision of health 
care or disclosure of information about a 
minor; (C) condition-specific limitations on 
disclosure as identified by the Secretary as 
posing a public health threat; (D) use or dis
closure of information for use in public 
health reporting; (E) situations where the in
dividual is unconscious, incompetent, or oth
erwise incapable of deciding whether to au
thorize disclosure of protected health infor
mation; or, (F) situations where the indi
vidual has a valid and applicable power of at
torney. 
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Subsection (b). Federal Law. Part D shall 

not be construed to preempt, modify, or re
peal any provision of Federal law relating to 
protected health information, or relating to 
an individual 's access to protected health in
formation or health care services. This part 
shall not be construed to preempt or modify 
Federal privileges. 

Section 1187. Civil Penalties. 
Subsection (a). Violation. A person deter

mined by the Secretary to have substan
tially and materially failed to comply with 
this part shall be subject to, in addition to 
any other penalties that may be imposed: (1) 
in the case of a violation related to section 
1181 or 1182, a civil penalty up to $500 for 
each violation but not more than $5,000 for 
all violations of an identical requirement or 
prohibition during a calendar year; (2) for 
violations of sections 1183, 1184, or 1185, to a 
civil penalty not more than $10,000 for each 
violation, but not to exceed $50,000 for all 
violations of an identical requirement or 
prohibition during the calendar year; or (3) 
in a case where the Secretary finds that vio
lations occur with such frequency as to con
stitute a general business practice, to a civil 
penalty of not more than $100,000. 

Subsection (b). Procedures For Imposition 
of Penalties. Section 1128A, other than sub
sections (a) and (b) and the second sentence 
of subsection (f) of that section, shall apply 
to the imposition of a civil or monetary pen
alty under this section in the same manner 
as such provisions apply with respect to the 
imposition of a penalty under section 1128A. 

Section 1188. Definitions. The bill defines 
the following terms: 

Agent means a person, including a con
tractor, who represents and acts for another 
under the contract or relation of an agency, 
or whose function is to bring about, modify, 
affect, accept performance of, or terminate 
contractual obligations between the prin
ciple and a third person. 

Disclose means to release, transfer, provide 
access to, or otherwise divulge protected 
health information to any person other than 
an individual who is the subject of such in
formation. 

Educational institution means an institu
tion or place accredited or licensed for pur
poses of providing for instruction or edu
cation, including an elementary school, sec
ondary school, or institution of higher learn
ing, a college, or an assemblage of colleges 
united under one corporate organization or 
government. 

Employer means the definition used under 
ERISA, except that such term is required to 
include only employers of two or more em
ployees. 

Health care means: (a) preventive, diag
nostic, therapeutic, rehabilitative, mainte
nance, or palliative care, including appro
priate assistance with disease or symptom 
management and maintenance, counseling, 
services or procedures with respect to the 
physical or mental condition of an individual 
or affecting the structure or function of the 
human body or any part of the human body, 
including the banking of blood, sperm, or
gans, or any other tissue; or (b) any sale or 
dispensing, pursuant to a prescription or 
medical order, of a drug, device, equipment, 
or other health care related item to an indi
vidual, or for the use of an individual. 

Health care operations means services, 
provided directly by or on behalf of a health 
plan or health care provider or by its agent, 
for any of the following purposes: (a) coordi
nating health care, including health care 
management of the individual through risk 
assessment, case management, and disease 
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management; (b) conducting quality assess
ment and improvement activities, including 
outcomes evaluation, clinical guideline de
velopment and improvement, and health pro
motion; (c) carrying out utilization review 
activities, including precertification and 
preauthorization of services, and health plan 
rating activities, including underwriting and 
experience rating; or (d) conducting or ar
ranging for auditing services. 

Health care provider means a person, who 
with respect to a specific item of protected 
health information, receives, creates, uses, 
maintains, or discloses the information 
while acting in whole or in part in the capac
ity of (a) a person who is licensed, certified, 
registered, or otherwise authorized by fed
eral or state law to provide an item or serv
ice that constitutes health care in the ordi
nary course of business, or practice of a pro
fession; (b) a federal, state, employer-spon
sored or any other privately-sponsored pro
gram that directly provides items or services 
that constitute health care to beneficiaries; 
or (c) an officer or employee of a person de
scribed in subparagraphs (a) or (b). 

Health or life insurer means a health in
surance issuer, as defined in section 9805(b)(2) 
of the Internal Revenue Code of 1986, or a life 
insurance company, as defined in section 816 
of such Code. 

Health plan means any health insurance 
plan, including any hospital or medical serv
ice plan, dental or other health service plan, 
health maintenance organization plan, plan 
offered by a provider-sponsored organization 
(as defined in section 1855(d) of the Social Se
curity Act, the Medicare+Choice program), 
or other program providing or arranging for 
the provision of health benefits. 

Health researcher means a person (or offi
cer, employee, or agent of a person) who is 
engaged in systematic investigation, includ
ing research development, testing, data anal
ysis, and evaluation, designed to develop or 
contribute to generalizable knowledge relat
ing to basic biomedical processes, heal th, 
health care, health care delivery, or health 
care cost. 

Nonidentifiable health information mean~ 
protected health information from which 
personal identifiers that reveal the identity 
of the individual who is the subject of such 
information or provide direct means of iden
tifying the individual (such as name, ad
dress, and social security number) have been 
removed, encrypted, or replaced with a code, 
so that the identity of the individual is not 
evident without (in the case of encrypted or 
coded information) the use of a key. 

Originating provider means, when · used 
with respect to protected health informa
tion, the health care provider who takes an 
action that initiates the treatment episode 
to which that information relates, such as 
prescribing a drug, ordering a diagnostic 
test, or admitting an individual to a health 
care facility. A hospital or nursing facility is 
the originating provider with respect to pro
tected health information created or re
ceived as part of inpatient or outpatient 
treatment provided in the hospital or facil
ity. 

Payment activities means (a) activities 
undertaken (i) by , or on behalf of, a health 
plan to determine its responsibility for cov
erage under the plan; or (11) by a health care 
provider to obtain payment for items or 
services provided to an individual, provided 
under a health plan, or provided based on a 
determination by the health plan or respon
sibility for coverage under the plan; and (b) 
includes the following activities: (i) billing, 
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claims management, medical data proc
essing, other administrative services, and ac
tual payment; (ii) determinations of cov
erage or adjudication of health benefit or 
subrogation claims; or (iii) review of health 
care services with respect to coverage under 
a health plan or justification of charges. 

Person means a natural person; a govern
ment or governmental subdivision, agency, 
or authority; a company, corporation, es
tate, firm, trust, partnership, association, 
joint venture, society, or joint stock com
pany; or any other legal entity. 

Protected health information when used 
with respect to an individual who is the sub
ject of information, means any information 
(including genetic information) that identi
fies the individual, whether oral or recorded 
in any form or medium, and that (a) is cre
ated or received by a health care provider, 
health plan, health oversight agency, public 
health authority, employer, health or life in
surer, or educational institution; (b) relates 
to the past, present, or future physical or 
mental health or condition of an individual 
(including individual cells and their compo
nents); (c) is derived from the provision of 
health care to an individual or payment for 
the provision of health care to an individual; 
and (d) is not nonidentifiable health infor
mation. 

State includes the District of Columbia, 
Puerto Rico, the Virgin Islands, Guam, 
American Samoa, and the Northern Mariana 
Islands. 

Treatment means the provision of health 
care by a health care provider. 

Writing means writing either in a paper
based, computer-based, or electronic form, 
including electronic signatures. 

Subsection (b). Enforcement of Provisions 
Through Conditions of Participation. This 
subsection amends section 1842(h) of the So
cial Security Act to permit the Secretary to 
refuse to enter into an agreement with a 
physician or supplier, or to terminate or 
refuse to renew an agTeement, if the physi
cian or supplier is found to have violated the 
confidentiality of protected health informa
tion as established by the bill. This sub
section also amends sections 1852(h), 
1866(a)(l), and 1876(k)(4) of the Social Secu
rity Act to require that Medicare+Choice or
ganizations, Medicare providers, and Health 

EXTENSIONS OF REMARKS 
Maintenance Organizations with risk-shar
ing contracts under Medicare comply with 
the confidentiality of protected health infor
mation provisions established by the bill. 

Subsection (c). Conforming Amendments. 
This subsection provides conforming amend
ments modifying the title heading of Title 
XI of the Social Security Act to read as fol
lows: "Title XI - General Provisions , Peer 
Review, Administrative Simplification, and 
Confidentiality of Protected Health 
Information" . This subsection also amends 
section 306(k)(5) of the Public Health Service 
Act to require the National Committee on 
Vital and Health Statistics to study the 
issues relating to section 1184 of the bill re
garding the establishment of safeguards to 
protect health information. The National 
Committee is required to report the results 
of the study to the Congress by not later 
than one year after enactment of the bill. 

Subsection (d). Effective Date. This sub
section provides an effective date for the 
provisions of this section that is one year 
after enactment of the bill, with some excep
tions; (1) the provisions in subsection (c)(2), 
the study on safeguards required of the Na
tional Committee on Vital and Health Sta
tistics, and (2) section 1183(b) related to the 
development of a model notice of confiden
tiality practices. 

Section 5002. Study and Report on Effect of 
State Law on Health-Related Research. The 
blll requires that one year after enactment 
of the bill, the Comptroller General of the 
U.S. prepare and submit to the Congress a 
report containing the results of a study on 
the effect of state laws on health-related re
search that is subject to review by an insti
tutional review board or institutional review 
committee with respect to the protection of 
human subjects. 

Section 5003. Study and Report on State 
Law on Protected Health Information. 

Subsection (a). In General. The bill re
quires that not later than 9 months after the 
date of the enactment of this Act, the Comp
troller General of the United States shall 
prepare and submit to the Congress a report 
containing the results of a study that (1) 
compiles State laws on the confidentiality of 
protected health information (as defined in 
section 1188 of the Social Security Act, as 
added by section 5001 of this Act); and (2) 
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analyzing the effect of such laws on the pro
vision of health care and securing payment 
for such care. 

Subsection (b). Modification of Deadline. 
Section 264(c)(l) of the Health Insurance 
Portability and Accountability Act of 1996 
(Public Law 104-191; 110 Stat. 2033) is amend
ed by striking " 36 months after the date of 
the enactment of this Act," (August 1999), 
and inserting " 6 months after the date on 
which the'"' Comptroller General of the United 
States submits to the Congress a report 
under section 5003(a) of the Patient Protec
tion Act of 1998." 

Section 5004. Protection for Certain Infor
mation Developed to Reduce Mortality or 
Morbidity or for Improving Patient Care and 
Safety 

Subsection (a). Protection of Certain Infor
mation. Health care -response information 
shall be exempt from any disclosure require
ment in connection with a civil or adminis
trative proceeding to the same extent as in
formation developed by a health care pro
vider with respect to any of the following: (1) 
peer review; (2) utilization review; (3) quality 
management or improvement; (4) quality 
control; (5) risk management; (6) internal re
view for purposes of reducing mortality, 
morbidity, or for improving patient care or 
safety. 

Subsection (b). No Waiver of Protection 
Through Interaction with Accrediting Body. 
The protection of health care response infor
mation from disclosure shall not be deemed 
to be modified or in any way waived by the 
development or transfer of such information 
to an accrediting body. 

Section 5005. Effective Date for Standards 
Governing Unique Health Identifiers for Indi
viduals. Amends Section 1174 of the Social 
Security Act (42 U.S.C. 1320d-3) to preclude 
the Secretary of Health and Human Services 
from promulgating or adopting a final stand
ard to be effective under section 1173(b) of 
the Social Security Act providing for a 
unique health identifier for an individual 
(except in an individual's capacity as an em
ployer or a health care provider), until legis
lation is enacted specifically approving the 
standard or containing provisions consistent 
with the standard. 
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